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THE CHAIRMAN: We will open the 
hearings of the Royal Commission on Price Spreads 
of Food Products in the Atlantic provinces. I think 
I shall read again into the record the particular 
Terms of Reference of the Commission. The Commission 
has been appointed to: 
(a) Inquire into the extent and the 
causes of the spread between the prices 
received by producers of food products of 
agricultural and fisheries origin and the 
prices paid by consumers therefor; 
(bo) determine whether or not such 
price spreads in general or in particular 
cases are fair and reasonable, or are ex- 
cessive, in relation to the services 
rendered; 
(c) make such recommendations as they 
deem appropriate if any such price spreads 
are found to be excessive; and 
(d) examine the adequacy of price in- 


formation currently available. 


The general procedures which the Commission 
has been following have been set out earlier in the 
record, and if there are any questions with regard 
to them, these may be addressed to the Secretary, 
Mr. Dawson. 


The first brief this morning is on behalf 
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of The National Council of the Baking Industry. 
We have Mr. Anglin, the Chairman and Mr. Arthur 
May, the managing director. 

Mr. Anglin, we are glad to a in your home 
grounds and receive the brief of the Eaking Industry 
while we are here. We appreciate the submission 
which is coming forward from your organization. ue 
am not sure whether you or Mr. May will read the 


brief. 
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SUPMISSION OF 
NATIONAL COUNCIL OF THE BAKING INDUSTRY 


Appearances: 
Mr. G26. Anelin = Chairman 
Mr. Arthur May ~ Managing Director 


MR. ANGLIN: Mr. Chairman, Mrs. Walton and 
gentlemen; as you say, sir, it is a pleasure to have 
the Commission in God's country, and as you say 
also at home. 

Being as I am,President of the Eastern 
Pakeries, I also have a. greater honour, and that 
is to be President of our National Council of the 
Paking Industry, and of its membership which goes 
from Sty. John's ;)Newroundiand to Victoria, B.C. 

We have had three or four of our directorate 
meetings and the brief has been prepared with diligent 
and hard work by our managing director, Mr. May, 
who is with me. LG te. iTactual, and 1 hope it will 
be of help. It covers the problems and difficulties 
of the industry from one coast to the other coast. 
Supermounted, of course, on top of that are our own 
little worries, and are own domestic affairs, such 
as the argument over the 20 or 24-ounce loaf of 
bread in the city of St. John's at the moment, but 


those are all trifling. Otherwise we have managed. 
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Mr. Anglin 


It is a pleasure to have you call out here. 
I appreciate it very much, elev I wanted so much 
to be here when the brief was presented because I 
see copies of mostly everything from our committees. 
I know the work that has gone into the preparation 
of this. We wanted to have something that would 
really tell the story for our industry, and we think 
it will be of help in pueeeane future questions. 

Mr, May has a statement to read first, and 
then the program and I would prefer that our managing 
director handle that end. 

THE CHAIRMAN: We will be glad to have 
you read the statement and brief into the record. 
Then, Mr. Anglin, our procedure has been that we 
will perhaps address a few questions to either or 
both wor -you, 

MR. ANGLIN: \Fine. 

MR, MAY: Do I have to stand, Mr. Chairman, 
to read? 

THE CHAIRMAN: It is not necessary if 
you are happier sitting. 

MR. MAY: Our purpose in appearing at 
this hearing of this Royal Commission is to place on 
the record for your consideration a brief which is 


intended to review obj ively price spreads and 


cost trends within the Canadian Baking Industry over 
0 Se ed 


a period of years. We have tried to imclude in our 


brief a maximum of statistical and other data with a 
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minimum of interpretation. 


There are one or two aspects of this general 
peste ee 


subject of price spreads and the plrpose of this 
Commission which we would like to bring to your at- 
tention, and ask your indulgence to be allowed to do 
this in this introductory statement. 
x yr Within our society, under our wage price 
economic system, Migee eae MAIOP AU, t reo le 


earn their livelihood from (or are dependent 


upon) their individual contribution to the 
complex chain of production, processing and 
distribution of goods and services which all 
of.us- need or use. 

To the extent that these services occur - 
as do the vast majority of them - between 
the production of a basic material and a 
consumer product - the costs of them become 
automatically part of the price spread, 

There probably are a few remaining nomadic 
Eskimo family or tribal units left in Canada who 
have not yet succumbed to the lure of the white 
man's wage and price system and the mail order 
catalogue, and who are able to provide all 
their primitive needs from hunting, fishing, 
and from the land which they roam, but these 
are now so rare as to be unique, if indeed 


they still exist. 
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Whenever and wherever a product of any 
kind is not produced completely from basic 
raw material to finished product by a person 
for his own use or consumption price spreads 


are present, and rightfully so. 


a As our standards of living move farther 


Fe NN, 


away from the bare necessities of life, the 


price spread must necessarily continue to 


widen, and “it is only through this further 
refinement of the division of labour that 
our civilization, in a material sense, does 
progress. We believe it ig almost axiomatic 
that the more advanced a civilization becomes ( 
the greater will be the price spread. 

These, of course, are included in the a, 
b, c's of economics, and it would be presumptuous 
for us to restate them before the distinguished 
members of this Royal Commission, were it not 
for the fact that they are too often dis- 
regarded in references by many people and 
groups to the subject of price spreads. 

A great deal of the comment that is 
heard and read with regard to price spread whit 
seems to contain at least the suggestion Y 
that there is something| wrong With price spreads, ) 
and that somehow or other their very existence 
is an indication that some members of our 


society are reaching into the pockets of 
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others and taking from them what they have 
no right to have and for which they have made 
no contribution. 
There is, of course, nothing wrong or 
sinister in the existence of price spreads 
as such. They are inherent to and 4 necessary 
part of any economic system that is based on 
a division of labour and a wage and price 
structure. 
ah Price spreads do not exist, of course, 
only with regard to food products. They are 
there with regard to ahl goods and services. 
If it were possible, a person could 
choose to manufacture his own motor car - 
which today weighs about two tons and which 
is chiefly comprised of steel and aluminum - 
and if he were able to himself perform all 
the various manufacturing processes entailed, JA 
dy 
he could produce the car that sells for 
$3,000 or $4,000 today from abo € $30 worth 
of iron ore or bauxite. The difference is, 
of course, the full extent of the price spread 
ned MOCO: Car. 
This price spread is necessary if the 
MAP uc 
great variety of technical, labouring and re ) 
other skills required to produce the modern 


motor car are to be paid for as they right- 


fully should. 
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No one expects to buy a newspaper at vee 


price related only to the $20 or $25 a ton A 

— \v 
that pulpwood brings for the manufacture of 
newsprint. 

The average suit of clothes a man wears 
contains three and a half pounds of wool, 
which at current prices is worth perhaps ., 
$1.50; yet suits sell at prices ranging 
from, say, $50 to $150, but they still con- 
tain less than $2 worth of wool. 

Our economic system - with its inherent 
divisions of labour and price spreads - is 
certainly efficient, if we are to judge by 
its results. Under it, society has reached 
its highest level of material well-being - 
its highest standards of living. And all 
segments of our economy have shared in the 
improved living standards, including agri- 
culture and labour, although perhaps not 
all have shared with precise equality. 

a With regard even to foods, the 
price spread does not begin when the farmer 
sells the result of his agricultural labours 

oy ee an example, the price 
spread does not begin when the farmer sells 


his wheat. It begins when he buys the seed 
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In a very general way, the wheat farmer 
takes about a bushel and a half of seed 
aE Tee ne iy 
wheat for which he pays perhaps $2 to $3, 


and at the end of the season hopes to harvest 


20 to 30 bushels of wheat, which will bring 


__ 


———— 


him - in general figures again - between 


$30 and $45; and in so doing the difference 


between what he paid for the seed and what 
he receives for his harvested wheat becomes, 


of course, part of the price spread, 


He needs this difference Feniar vtec aS PME 
repaid for the labour and machinery which he 
employs in order to make a living. halts | 
price spreads that develop after he sells 
the wheat to be used to make bread and other 
consumer products are just as inevitable, 
necessary and right. 

a We believe it is true that the 
more complex our way of life becomes, and 
the more refined the division of labour 
develops, the variety of the components 
within the price spread becomes more numerous, 
and it becomes more difficult to determine 
if each partner to the society is receiving 
more or less than his fair and proper share, 

Accordingly, we accept it as right and 


proper that Governments from time to time 
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should concern themsélves about the matter F 
and establish a board of (inquiry) such as Abbi PRA 
this Royal Commission is to study the 
whole question and make whatever recommenda- 
tions seem appropriate. 

6. The Canadian Baking Industry - as 
represented by the National Council of the 
Baking industry - believes it has a respon- 


sibility to come forward before this Com- 


mission and place before it what we believe 


to be the facts with regard to price and 
De Ne Aika Nake = Wag We eatoge ete aie ee BAe ee 


cost trends withi i - 


Indeed, some of us believe that if we 


fail to do this there is a possibility that 
the recommendations and findings of this 
Commission might be arrived at without a 
full cohegideration of all the facts. 

ifs The baking industry is an important 
and most essential partner to our economy. 
It is equally important to the farmer - 
whose products it uses as paw materials - 
and to the consumer - who requires and uses 
the bread and other bakery products which 
the industry manufactures. 

The fact that it performs these services 
within the price spread does not in any way 
lessen its essentiality or the usefulness 


of the services which it provides. 
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In Canada today some 36,000 employees 


livelihood. They are employed by about 


depend upon the baking industry for their / 
2 
2,600 bakery plants, with an investment oe 


of over $250,000,000 - $100,000,000 of 


/ 
which has been newly invested since 1946. ¢ 
Foth management and workers are YV 
aoe 
mutually engaged in rendering a most im- / 


portant food service for the people of 
Canada. In every sense of the word the 
industry pe here eet as to quality 
OF DISUUCtet anaes Do price, 


in, the, final. analysis, it. is-the con- 


sumer who, by her choice in the market- 


place, determines the well-being of the in- 
dividual baking company. Fecause rte 
BO, those engaged in the industry are con- 
cerned primarily with making the best. 


possible quality of bread and other bakery 


LL 
om 


products and distributing them fresh 
daily and in variety to the consumer, and 
as efficiently as possible. This: 1s. the 
ee. 
C only way }in which to attract consumer 
patronage, without which no baker can 
thrive or stay in business for any length 


of time. 


To this extent, then, the consumer 
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\ 
es 
not only regulates the quality of the ., oes ! 


@ V ° 
products and the type of distribution jet 


— 


service but in a very real sense she regu- 


lates the amount of profit which a baker 


————eeeeee 


can earn, 

Most industries in Canada rendering a 
consumer service will make the same broad 

beled techs 

general claims. In this instance - and even 
if these claims sound trite - speaking for 
the baking industry we state them with con- 
viction because we believe them to be true. 

oe Finally, we sincerely hope the 
brief herewith presented, on behalf of the 
National Council of the Baking Industry, 
will prove to be what we have tried to 


make it, - an objective review of cost 


trends and price spreads in the baking 


industry - and to this extent perhaps a 
useful contribution to your deliberations. 

THE CHAIRMAN: We will be glad if you will 
read this statement and brief into the record, and 
then perhaps we will address a few questions to 
either or both of you. 

MR. MAY: Do, L-nave to stand, Mr. Chairman? 

THE CHAIRMAN: It is not necessary if you 


are more confortable sitting. 


—____—_____ The brief along with your opening statement 
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EXHIBIT NO. 35: Opening remarks 
and brief presented by 
The National Council 
of the Baking Industry. 

This brief, and our appearance before 
this Royal Commission on Price Spreads of Food 
Products, ie on behalf of the National Council of 
the Baking Industry. 

The National Council of the Baking Industry 
is a chartered non-profit organization and is the 
recognized national trade association of the Canadian 
Paking Industry. It was formed in 1941 with the 
object of providing industry liaison with Government 
under the emergency of war. It has continued since 
the war to promote co-operatively the well-being 
of the baking industry in those matters which are 
properly the common concern of all bakers and on 
which common co-operative action is desirable, 

It includes in its membership baking 
companies from the various groupings into which 
the industry naturally falls - wholesale bakers - 
house to house bakers - and retail store bakers - 
and these all are represented in our membership 
from all parts of Canada. 

We believe our member companics produce 


probably not less than 80 per cent of all bread and 


"_-———| other bakery products: sold in Canada. 
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Le. In keeping with the Terms of Refer- 
ence of this Royal Commission on Price Spreads of 
Food Proeucts this brief is an attempt to review 
price and cost trends in the Canadian Paking Industry 
in the period from 1935 to 1956 ~ the last year for 
which, for the most part, Government statistical 
data is available. 

There are several Government statistical 
compilations that have to do with the Canadian 
Baking Industry. Bach contributes to a knowledge 
of the industry and each has some bearing on the 
subject of this inquiry. 

oF Annual Industry reports - Eread and 
bakery products: The first and perhaps most important 
as a source of basic data are the annual reports on 
the bread and bakery products industry in Canada. 
These go back many years and in this submission are 
reviewed back to 1935. 

It should be noted that the figures are on 
a total industry basis. They include all reporting 
companies. Inasmuch as costs and prices vary within 
the industry, and in various parts of the country, 
they will not be exactly duplicated by any individual 
baking company nor even by the industry for a 
particular region or provincial area. However, 
they do show industry cost and price trends. 

These reports show some changes that are 


constant enough to be regarded as trends. 
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The Lipset: to de: notedaits the decrease in 
bread as a percentage of total sales of all bakery 
products, with a comparative increase in the remaining 
bakery products - which include rolls - doughnuts - 


cakes - sweet goods - pies, etcetera, 
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1940 
1945 
19h6 
1997 
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1949 
1950 
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CANADIAN BAKING INDUSTRY 
SALES OF BREAD - COMPARED WITH ALL 
____ OTHER BAKERY PRODUCTS 
( 000's omitted) 

\ Other % to 

Total Bakery Total 
Sales Bread Products Sales 
$ 59,401 \$ 44,303 $ 15,098 25 42 

ak fey og eae =——_ 

Cl 57 53,086 64.93 28 ,670 35.07 
e554 73,328 5. au 59,190 4h 66 
148 , 363 79,269 53.43 69 ,094 46.57 
165 ,750 91,748 55.35 74 ,002 Kh 65 
187 ,933 110 ,644 58.87 TT ,289 41.13 
203 ,720 121,188 59.48 82 ,532 40.52 
214 ,587 130,618 60.87 83,969 39.13 
ehs5 ,288 149,311 60.87 95 ,978 39.13 
260,181 161 343 62.01 98 ,838 37.99 
277 ,998 BEL soy ea 106 ,451 38.29 
280 ,208 172,918 61 eG: 107 ,290 38.29 
289 ,019 174 ,855 60.50 114,164 «50 
306,805 124 ,580 4O.61 
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4, This table and the changes indicated 
in it have a bearing in considering price spreads. 
Unfortunately, there are no raw material or labour 
cost data for bread alone. Industry figures available 
are for the baking industry as a whole - which include 
all bakery products. But the selling price percent- 
age of raw materials and of labour is not the same 
for all products, 

The change in the character of sales is 
a substantial one. In 1935 bread was 74.78 per cent 
of total sales, but by 1956 bread had declined to 
59.39 per cent. 

it srerilects twe factors: 

(a) The effort of the industry to 
broaden the range and variety of its 
products. ‘ 

(b) A change rR 
away from home baking of these other 
bakery products to the purchase of those 


commercially produced. 


This change in the character of sales should 
be kept in mind when other trends are referred to 
hacer inthis brier. 

5. Volume of sales at wholesale and retail 
respectively: There is a change going on in the 


pattern of distribution of sales of bread and other 
ee oe ee = 
Caine 


bakery products - as between_wholesale and retai . 
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The trend shown towards a higher percent- 


age of salegy at wholesale has a bearing in considering 


eost and price trends over a comparable period of 


years. 


The sales figures are the selling prices 


received by bakers. On sales house to house and ‘ 
———————— 


through retail stores these are the same as the 


—. 
— 
— 


of course, they are less than the consumer price by 
the amount of mark-up added by the resale merchant. 
This trend towards a higher percentage of 


sales distribution at wholesale is in a large 


poe that has occurred 
a 
t “in uper market merchandisi g, and this should be 


kept in mind in considering the data that follows. 


Ge Cost of Materials and of Wages and 
Salaries: Since 1935sthe total cost of all materials - 
as a per cent of selling prices - have tended to 


increase. 
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It should be noted that total sales between 
1935 and 1956 have increased approximately five times. 
Less than half of this increase is accounted for by 
higher prices. More than half of the increase repre- 
sents a true volume increase. Increased volume does 
in a general way tend to keep selling prices at lower 
levels than they otherwise would be. 

fe Trends in the use of some specified 
materials as a per cent of selling prices: While 
the selling price per cent cost of all materials used 
by the baking industry has remained constant, there 


have been changes with respect to particular materials. 
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a The following changes and trends are 
apparent: - 
i i The use of the principal agri- 
cultural products has declined by 5.34 
selling price per cent points between 1935 
and 1956. The decline is reasonably con- 
stant throughout the period and is a trend 
that may continue. 
oe The increase in the miscellaneous 
materials group - of 5.16 selling price per- 
cent points ~ is also constant over the 
period and is therefore probably a continuing 
trend. Put it arises chiefly from an in- 
crease in packaging costs which have increased 
by 4.85 per cent points. 
9. These material cost trends may warrant 
the following observations: 
Agricultural Materials Other Than Flour: 
There is an increased usage - in terms of 
selling price per cent points - of all agricultural 
products listed other than for flour. This increased 
use of shortenings - milk - egg products - sugar 
and fruits - probably is caused:- 
(a) in part by the change in the 
character of the total sales - less bread 
and more of other kinds of bakery products - 
as a per cent of total sales. This would 


naturally result in the use of less flour 
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and the use of more of other materials such 


as shortening, milk and egg products sugar, 


fruits, ebte.,.as.a percent of total selling 
prices; 

(b) in part - with respect at least 
to milk and sugar - from improved bread 
formulae over the period in question; 

(c) it should be noted that this in- 


erease in the sale of bakery products other 


: than bread is properly to be regarded as 


—— 


extra sales. They are not sales of BMageta 
optional to bread. eure sales they 

do, of course, result in more flour (and 
other ingredients) being used even though 
their quantity as a per cent of sales may 
have decreased. 


10, Flour: Notwithstanding (a), (b) and 


(c) preceding, there is evidently a trend for a 


reduced use of flour - in terms of selling price per- 


cent points in bakery products not entirely to be 
accounted for by the change in the character of total 


sales and improved or changed bread formulae. 
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TABLE V 
CANADIAN BAKING INDUSTRY 
AVERAGE SELLING PRICES - BREAD - FLOUR 
With Comparable Indices 
1935 = 100 
Bread Flour 

wear Per lb. Index Per patre i Index 
1935 4.93 cts 100 $4 .28 100 
194.0 pie a 111 hus 104 
1945 ARO POw 114 434 101 
19h6 bie. & Ly ec 102 
1947 6.65" 135 Shh 127 
1948 o.09.. * 165 Ts50 175 
1949 oso * 165 9.10 213 
1950 oy 192 9.10 213 
1951 clo 7s eee 214 9.36 219 
1952 eo = 215 oe 218 
1953 js SCs a 223 9.40 219 
195k Tass by" 230 9.19 215 
1955 Martie 6% 232 8.98 210 


1956 hg aes 239 8.74 204 
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‘It will be noted that since 1935 the 
index of bread prices has increased 139 points and 
for flour the index has increased 104 points. It will 
also be noted that since 1948 the bread price index is 
up from 165 to 239 - a total of 74 points - while flour 
de up from 175° 0 204" ~— a total, of 29" painte: 

All other factors being the same, flour prices 
would be expected to increase at the same approximate 


rate as bread prices. That this aia(aot Joceur can 


be attributed to two main factors: 

1, Stabilized prices for wheat that 
have continued through the war years and 
since. This as a result of Government wheat 
marketing policies under which, generally 
speaking, the wheat grower has been guaranteed 
a minimum price, which in turn has been regu- 
lated by prices within the terms of the 
International Wheat Agreements. 

In the immediate post-war years this has 
resulted in prices which - in the light of 
world wheat supply and demand - were lower 
than they would have been had free market 
conditions existed. In later years - in) the 
light of world wheat surpluses - prices to 
the Canadian wheat grower are probably 
higher than they would be under free market 


conditions. 
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This price stabilizing policy has a 
natural concomitant effect of stabilizing 
the cost of flour for bread and other 
bakery products. Cx 


The price of w itself does 


not, of course, determine bread pricés. 


Flour represents only 20 per cent of a 
baker's costs. When other ingredients go 
up in price, and as labour and other costs 
increase, bread prices have to be adjusted 
accordingly. It is these other costs - 
which have been constantly increasing since 
the war and which represent 80 per cent of 
all costs incurred in the industry - 
that have been chiefly responsible for 
rising selling, prices. 

Nevertheless, changes in the prices 
of wheat and flour will be reflected in 
changes in the prices of all bakery products 
to the extent of the changes that do occur 
BoHOvut tHe Lisht of 221 other cost tectors, 

BER As we have already stated, stabil- 
ized wheat prices do not entirely account 
for the slower rise in flour costs. 

Even under stabilized wheat prices 
flour prices would be expected to increase 


at least to the extent of the miller's 
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from wheat), which can be assumed to have 
increased in keeping with the general wage 
and price increase that has occurred in 
Canada during the period in question. 

However, and in contrast, flour prices 4 
have shown a tendency to go down. This con- 
dition appears to be unrelated to prices for 
wheat and arises to some extent from highly 
competitive conditions within the milling 
industry for domestic flour volume. The im- 
portance of the domestic market to the 
milling industry has been accentuated as 
export markets have become increasingly 
problematical. 

It is difficult to measure how much 
of the slower rise in the flour price index 
is due to stabilized wheat prices and how 
much to other factors not directly related 
to the price spread between consumer and 
producer. Obviously, the 15 index point 
flour price decline since 1952 arises 
entirely from factors other than the price 
of wheat. 

ll. Perhaps some reference should be made 

here as to the probable effects stabilized wheat 


increased labour and other costs (apart 
| > 2 
prices have had on the consumption of bread in Canada. 


apaetentins og 
fr Be 4 


itedw 16. or 


Bi vores 


% 3: 
om = JiNe ia ae 
Se Dene 


ue 
fi ges hekit. 
nee ; 

benes nk sasad 


‘ 
af 
Ph aoe 


ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


- 1607 - 
" “Mp. oiiay 


Table VI shows how this per capita 
consumption has been jumping up and down, and 


eertainly not a constant trend since 1925. 
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The baking industry is aware that many 
agricultural economists believe that there is a long- 
term trend towards a reduced per capita consumption 
of cereal products including, of course, bread. 

This is true of the United States and, to a less«a 
degree, seems to be true of Canada. 

The foregoing table does not include any 
home baking of bread which may still continue, nor 
any changing back and forth between home baking and 
the buying of baker's bread by individual families 
which may have occurred from time to time. 

People in the baking industry are inclined 
to believe that the theory - that a long term /. 
decline in the per capita consumption of bread 
inevitable - is open to challenge. sy Wow 

We believe that by maintaining high levels 
of quality and availability per capita consumption 
of bread can be well maintained. It was for this 
reason that the Canadian Baking Industry established 
the Bakery Foods Foundation as an information and 
research organization - the chief objective of which 
is to disseminate accurate information with regard 
to the nutritional qualities of bread and its im- 

portant place in our diet - and in so doing assist 
in the maintenance of per capita consumption of 
bread at its highest level. 


We believe this industry and product 
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public relations work has been effective in keeping 
bread consumption at higher levels than would 
otherwise have prevailed. 

We believe that it has served to modify 
the adverse effects of food faddists and cranks, 
some of whom attempt to thrive ona policy of 
CREUL caging bread a8. a food. 

The costs of this educational and product 

poet be Le Be Ui One work are provided by the baking 
industry collectively and by many companies allied 
to the baking industry as suppliers. 

We feel that is work of the utmost im- 


portance to the long-term well being not only of the 


baking industry but of the milling industry and for 
the wheat grower. We would welcome the support of 
both these industries in the expansion of these 
activities. 


In this regard some of us have come to 


believe that there is a danger in basic producers - 


— 


in this instance, those concerned 


—_ 
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g and 


Ye 
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marketing of wheat to take markets for granted.| In 
this modern age of year round availability of a 

wide variety of optional oods, those concerned 

in maintaining the volume of consumption of cereal 
foods - growers - millers and bakers alike - will 


find themselves losing out in the market place, unless 


they themselves adopt the most aggressive policies 
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in maintaining the markets een their products at 
the highest possible levels. 

There are many factors that apparently in- 
fluence the ups and downs of bread consumption. 
Not enough is known about this important matter. 
For example, the table indicates that hard times 
do not increase bread consumption, Per capita 
consumption declined sharply through the depression 
years of the 1930's. The highest per capita con- 
sumption was achieved towards the end of and im- 
mediately subsequent to World War II - a time of 
unusual prosperity. 

Most bakers, however, do believe that higher 


prices for bread invariably have an immediate ad- 


verse effect on sales volum hey—prove this rn 
\ themselves every time increased costs make it 
necessary to increase prices. The baking industry 
ES ae ati aaa 
; It seems reasonable to conclude that 
stability of wheat prices since the war - to the ex- 
tent that they have avoided further fluctuation in 
break prices than did occur - has been a contri- 
buting factor in keeping per capita consumption 
of bread also relatively stable. 
This is important, for surely the prime 
concern of our wheat grower today is markets. Market 


are of far greater importance at the moment than 


is the price spread. 
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The baking industry claims no competence 


in assessing what prices for wheat are fair or 


proper. We do feel competent to assess the effect 
of changes in costs within the baking industry. We 
believe: that higher. prices for Lg des SAS Er 
products arising from higher costs - including 

wheat or flour - do have a tendency to reduce total 
sales. 

12. Materials other than the Principal 
Agricultural Products Used by Bakers: In the second 
part of the materials listed in Table IV, some 
products show somewhat surprising stability - notably 
yeast and salt. 


. outstanding change in this list 


is fOr packaging. Vhese increased packaging costs 


largel all other changes. We believe it 


important enough to warrant further comment. 

13. Packaging cost Increases: The increase 
in packaging costs which characterizes the baking 
industry over recent years is likely to be similar 
to that which has occurred in many other food in- 
dustries. It stems chiefly from the great changes 
that have occurred with the advent of modern mass 
merchandising as typified by the super market. 

This change began a long time ago but has been greatly 
accelerated in the post war years. 


14. Long before the advent of modern food 


N oW 
wy > 


» 
|) a 
page 
7 
i ¢ 
‘ . 
- 
) 
. ~ i . 
7 : 


“vir 
: of 


—s ; 
septs soo eatade of “Hite earch 
a . ar J 
ADF hPa UF a si deey . v) 
yy Led aubare gates Nae siesta Aa te 


Hoa ye) Sb mai ie osm 


Pas 4 


> 
oa 4 
\ ’ : 
, pace ae b> ey ere aS ‘ 
; $l acd : 3G yah) dia a 9 lee rn rata 
9 ; - * oe tiene -_ : :" 
| gos 1 Fa =f3 3 ’ pes? P 


= 
; : ie 
wihB tonite kG abe. od aa gert CAAA IS 
Roe Maer eee ee | ’ : q 
ratod |. tenes ch abet “KS: duns ob’ v ostnd a 
cha eee ae i. s a 
EAR Dee a oe ee Dae Pay, ime Li : 


aqtaqts is 4) to #iatega, ast 


é 5 


= 


ke, hae ie ake De nt Ae’ “a oe i of 
ot Se 12 eeees. wok! net aol 
HRgor wiht faa nfy't PF ten 


é , i : ms , eT eet Cee reyigeet aD: rege 


re. 


| ca i te ae ees ty gas * tvare, A ae ein . wb ies £ 
. . vin bic W a 
| 


: su : 
- dd eve * 2 ‘ “tT : 
pl ra : wTSac- Tee ETS OPT | pa eae way 
¢ Wee 


ee 
reg Ne ‘ 
a eee eg as TW Ee rey y 
ySiled ov < Ves lrpis oar J I Se 
’ 
a, y 
oe ) + +4 
. sul) een Comet Oe re wnps 
rt eel be Prahe tron 0 au 
¢ 5. wh - 
+ aii s i ns ent an 
: a oP hee =< Panett wees sees, FR MH ery hy wee - 
oases é 
‘ i = d a ae Lark ae = - “ J 
tt ‘ it Sos i853 oftedyinizes 9fhen abiagenedhe 
eee her, peony’ Se" ee E. L ook oe 
| (hint aW\ 49 Qtshe? bo ehbadr ogo TSN 20S | 
cs 
me f -% Py -os 3 aa ; 
n © > b ey fr as pe > ‘ 
* nt Bont eee, | gala ak pienso: seiner gi. 
wane oF 21.8 4 
8 f 2 gre 
‘ a aa e . 2, +7 oot ae 7 : 
' Heic tesen ext? vot Ettore. ae pi ! 
4 Bet = = OF = + 7 & ' (ate se hat * oe Bey % x 4 
aa ey : 
SST EE eS ee 7 é 
cm. 94 it + dayne ‘ie Asie soreyppie BG + ue” . 
ae Pere 


a) ontt iat aati nn / vA betes 1Sl>. Fee 


4" “i a4 A 
igaia nosd 9 eee heat aris weeds a 


Bee at eae tu 
SEE ia ade Mites al ¢ 


ee 1a af 


*, - b ete th of 
; r “% itp! ms 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO = 1613 = 
: Mr. May 


merchandising, one early For oe packaging of a 

bakery product had become a symbol of primitive merchan 
dising. The description "cracker barrel era" con- 
jures up at once the changes that modern mass 

marketing has brought into being, and from the "cracker 
barrel era" down to this day improved and more 

costly packaging has been an important factor in 
changes in marketing that have occurred. 

The wooden barrel is one of the oldest 
packages Re aes cane aa best for 
some products. It was obviously the best package 
for shipping crackers or soda biscuits at one time. 
But for soda biscuits it left much to be desired. 

It created immediate problems for the 
grocer. He, of course, had to weigh and re-package at 
pointy of pale. This introduced at once a iabour 
factor and a second package cost in the paper bag. 

It created a problem of breakage. The last of the 
barrel had to be scooped as fragmented biscuits 
and sold at probably a loss. It created problems 
of dirt of all kinds, and it created a problem of 
staleness. 

In contrast - today - the goda_ biscuit has 
reached a high level of package refinement. Today, 
as we know, a limited number of biscuits are packed 
in a separate unit - multiples of which are packed 


in a consumer retail package, attractively printed. 


i+ pwoab “seo Lagrad 


Vigo lite Is 


a 


“- 7 
& De ar 
z qs 


a0g4 a bedaers a 
rh a * + 


) ae {an tad: 


7O7%"4 $a + 


@ f 


> 5 oy 
biA. ai Oney fis,2 ° at! ih pas 
a pea ed ei Te 
-s Yi 
_. Beonal ais: 
' * "I 


- a 


of pine ML 
 drementtes 


4 
lotit 


2 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


- 1614 - 
Mr. May 


Finally, multiples of these consumer units are 


packed in corrugated shipping containers. All this 
packaging costs money, which of course is included 
in the selling price. Fut values to the consumer 
go with the package improvement and thus compensate 
for increased packaging costs. 

The individual units retain their own 
freshness until opened for use. The biscuits do 
not break so easily before use. We believe, as far 
as most of us are concerned, we prefer today's 
method of packing and buying soda biscuits to those 
of the cracker barrel era, and we are willing to 
pay for the improvement. 

But obviously, in welcoming the improvement 
and accepting willingly the necessity of paying 
for it, the farmer who grows the wheat - or the 
miller who produces the flour - gets a smaller 
percentage of each consumer dollar spent for soda 
biscuits. Rightfully so, neither has econtribuved 
in any way to the improved package. But, if the 
end result - and this is more than a probability - 
is that more soda biscuits are used, then the wheat 
growing and milling industries do benefit by the 
increased market - even though they receive less 
of each consumer soda biscuit dollar. They get a 
smaller share of more dollars. 


This transformation of the soda biscuit 
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package and the benefits it confers on all concerned - 
from grower to consumer - has occurred with regard to 
the packaging of other bakery products. 

15. However, not all bakery products have 
experienced the drastic package changes of the soda 
biscuit. Bread is a notable exception. The bread 
wrapper today is not greatly changed since its inception 
In most parts of Canada the waxed wrapper continues 
in use for the standard loaf of bread. Perhaps 
largely because of the severity of the cost price 
squeeze which prevails in the Canadian Baking Industry, 
the trend to wrap bread in more expensive wrappers - 
transparent films and foil - which exists in the 
United States has been much less apparent or effective 
in Canada. 

The sharp increase, therefore, shown in 
package costs as a per cent of the sales of all 
bakery products does not apply to bread to the same 
extent as to other bakery products. The change in 
the character of total sales as between bread and 
otherbakery products, therefore, is of particular 
significance in reviewing these package cost in- 
creases. 

16. Modern mass merchandising sets a 
premium on attractive packaging. In the modern 


grocery each baker depends for sales on the preference 
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which the buyer exercises at point of sale, and 
each baker's product is displayed side by side with 
competitive products. . 

The product has to be good - no package or 
any other device of selling will keep a customer re- 
peatedly buying a poor product. But bakery products 
are individually as good as each baker can make them. 
Competition and consumer preference ensure that this 
is 80. 

Given uniformly good competitive products - 
under modern self service marketing conditions - the 
package achieves a high level of importance. The 
customer's choice between otherwise comparable products 
can be and is most certainly influenced by the 


Pitas a Ee See ee ee eee 
attractiveness of the package... ~ 


et OO ENOL ANNALER OE RORS OH master recone, 


Modern epee nouenatal atte is, of course, 
efficient. It is probable that it has achieved 
its dominant place in the marketing of food stuffs 
because of its efficiency and resultant lower costs 
and selling prices. However, it does induce more 
She eT TV 
costly packaging, and it is possible that much of 
the benefit which the consumer has received out 
of the inherent efficiency of super market merchan- 
dising is now being to some extent offset because 
17. Improved packaging does increase sales 
for a given product at a competitive market point 


of gale, and to a baker increased sales have an 
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importance that can scarcely be over-exaggerated. 

Over the past few decades there have been 
great changes in the mechanization of baking pro- 
cesses. These require large capital investments 
but they achieve high levels of manufacturing 
efficiency and resultant lowered costs, providing the 
necessary volume of sales enables the fullest use of 
the equipment. 

Up to a given level of hourly usage - new 
modern equipment loses money for the baker who 
employs it. Somewhere along the line of usage 
sales volume break-even is achieved. Production 
or sales beyond this level become profitable and 
increasingly profitable as volume increases. The 
highest degree of loss ocers at the lowest level of 
use; the highest level of profit occurs at the maxi- 
mum ievel of use. 

We know of no business from which the 
penalties of under-use of equipment are so severe. 

These are the conditions that make a baker 
strive in every way possible for maximum sales 
volume. And if a new, improved or more attractive 
package will increase sales a baker will most 
certainly adopt it. 

These references to improved mechanization 
in the baking industry should be qualified. It would 


be a mistake to assume that improved equipment is 
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in itself a guarantee of successful bakery op- 


eration. It is a complex business and many factors 


are involved. A company can have the most modern 
of plants and still be confronted with problems of 
sales and distribution that negate the advantages 
of new plant and equipment. In other words, there 
are many bakers in Canada with relatively out of date 
equipment who operate profitably and successfully, 
and others with more modern plant who still find 
profits to be elusive. 

18. Labour Costs: For the period 1935- 
1956 Wages and Salaries - as shown in the Annual Census 
of Industry Report - increased as a per cent of 
selling prices from 27.55 to 30.56 and nearly all 
of this increase occurred since 1952. 

This increase of 2.85 - this should now read 
3.01 instead of 2.85 - selling price per cent points 
is important. For example, it is greater than the 
amount of net profit enjoyed by the industry, as 
will become evident in a subsequent table; and is - 
as another example - equal to more than half the 


decrease in selling price per cent points for 


flour -- and there should be added here flour and 
other agricultural products -- which was 5.34 
per cent. 


Other changes in the wage and’salary structure 
of the industry have also occurred within this first 


trend . 
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While this table indicates that from 1948 
until through 1954 hourly wage increases lagged 
behind selling price increases, it should be noted 
that in seven years out of the 10 years the increase 
in the index points for wages was greater than for 
bread prices, and during the whole period the in- 
crease in wage rates is 112 points while for bread! 
prices it is -103 “index points. 

The rate at which the wage index has over- 
taken and passed the price index since 1952 would 
seem to indicate a trend likely to continue, and 
at an accelerated rate. 

Two observations might be made about this 
wage increase trend: 

disp Throughout the period 1946-1956, 

the industry has invested in new plant 

and equipment more than one hundred million 
dollars. New plant and equipment invariably 
is expected to provide improved manufacturing 
efficiencies - which in turn should be 
reflected in lower labour costs per unit 

of output. Labour costs have increased 

from 27.55 to 30.56 per cent of sales, 

but this increase would have been sub- 
stantially greater if the new plant and 


equipment efficiencies had not been provided. 
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D-JC If I may interrupt. the brief at this point, 
I would like to further qualify that statement when 
I have finished reading the brief. IT am not sure 
it 1s properly interpreted in the way I have set it 
out in those figures so I shall come back to it. 

a The industry in many parts of Canada is 
changing over to the five-day week, This 
1S a2 Darcicularly dirt loule proplem-to 
resolve for the baking industry. It 
so far has been impractical to restrict 
baking and the distribution of bakery 
products to five days a week. Bread 
stales very quickly. Freshness is the 
most important quality that the housewife 
demands. The conversion to a five-day 
week in the baking industry is creating 
the most difficult of problems -- all of 
which are likely to be resolved only 
throvsn @ nigher dabour- cost ravic, 

19. Costs Other than for Labour and Materials: 
In a previous table -- in which costs of 
materials and costs of wages and salaries are shown -- 
all other costs, apart from materials and labour, are 
tabulated in the last column. 
These costs (including profit, if any) vary 
considerably from year to year, but for the 2l-year 
period have declined from 24.73 per cent of sales in 


1935 to 21.88 per cent in 1956. 
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It is in this area of miscellaneous costs 
that there exists almost a complete dearth of 
statistical data. Cost of fuel and electricity 
are available from the Dominion Bureau of Statis- 
tics annual reports and these represent approximately 
three selling price per cent points of the total 
of these sundry items. 

Profits in recent years have been about wo 
per cent points, and taxes almost two per cent 
points. These three items represent approximately 
one-third of these sundry costs in 1956. 

The other two-thirds include very many 
cost items, of which the following are but a few: 

Truck operation and maintenance 

All office costs other than salaries 

Advertising 

Machinery and plant maintenance 

Sanitation operations 

Storage and warehousing 

Distribution costs 


Carrying costs of buildings and plant 
(or rents) 


Interest and financing costs 

Municipal taxes. 

We are unable to include in this submission 
any detailed industry breakdown of these. Each 
of them is important. In total, however, their 
variations over the years covered by this report 


have not apparently influenced the general price 
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spread between producer and consumer. Nor do we 
believe they offer any prospect of reducing this 
spread. 

oO Teucskine Cogts: 

The one item in this area of miscellaneous 
costs that has given the industry the most concern 
is that of truck purchase and maintenance. Pro- 
bably every bakery executive spends a good part of 
his working time trying to cope with the problem 
of how to keep under reasonable control distribu- 
tion or selling and delivery costs. 

Before the last war the horse and wagon 
was still in general use by the baking industry. 
Today, of course, motor vehicles have replaced 
wagon delivery. At first small panel type trucks 
were used. These have been replaced by larger 
and larger units. 

The following table -- from the records 
of a large well established and efficient bakery -- 


shows what has been happening in terms of dollars: 


ANGUS, STONEHOUSE & CO. LTD. 
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TABLE VIII 


1947 1950 1954 1956 ibeley | 


$ $ $ $ $ 
Delivered cost 
of New Truck Ne coy) 3360. “45099 4,502 4,575 


Cost. of Gas,O1l 
and repairs 
(not including 
depreciation, 
insurance,etc. ) 
per mile WO5 6.02 6.62 ae 7.65 
Average Selling 
& delivery cost 
per unit sold 1.49 Cid he BYE 3.92 414 as te. 
Here is a cost -- selling and delivery -- 
that has increased, since 1947, 303 per cent. In 
the same period bread prices increased 180 per cent. 
This whole problem is one of the most 
perplexing that confronts bakers today in Canada. 
2, PueCunt.e 
The only available source of public infor- 
mation on earnings by the Canadian baking 
industry is the annual compilation of "Taxation 
Statistics”, which was first issued for the taxa- 
tion year of 1944 and the last report of which is 
for the taxation year 1955. 
The following table summarizes from 
these reports the profit and taxation status of 
the baking industry. I think the two percentage 
columns are the only ones that have any significance. 
You will note that under Net Profit as percentage of 


Sales, they have gone down from 1949 from 3.27 per 


cent to 2.01 per cent in 1955. 
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In Profit after Taxes as percentage of 
investment capital and net worth, it has declined 


from 5.81 per cent to 3.33 per cent. 
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Mr. Ma 
The following comments appear to be 
warranted in recent years: 
iss Approximately one company in three re- 
ports a loss every year. 
ee The net profit by the industry -- after 


taxes -- has declined since 1948 from 
3.a{ perm cent, onisales to 2.01 per cent 
in 1955, and from 5.81 per cent return 
on capital invested in 1948 to 3.33 per 
GENUt an 11955, 

a. Since 1943 the industry has invested in 
new capital expenditures some ninety 
million dollars, which is about forty- 
seven million dollars more than the net 
profit after taxes which the same com- 
panies earned. 

es Cost of Living Index Price Comparisons: 
All the price data included in this brief 
so far represented the selling price received by 
the baker. As pointed out earlier, the baker's 
selling price is the same as the consumer buying 
price on sales made direct to the consumer -- in 
house to house sales and in sales from baker-owned 
retall stores. It is less than the consumer price on 
wholesale sales. Dominion Bureau of Statistics 
consumer price data does, of course, represent con- 
sumer purchase prices. 


Then we have a table for the same comparative 
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period from 1935 to 1956, using 1935 as 100 which shows 
that the full consumer index has gone from 100 to 197. 
All foods only have gone from 100 to 240 and bread 


only has gone from 100 to 134. 


TABLE X 
Cost of Living Index - Compared with 
Indices for all Foods and for Bread 
(1935 = 100) 

Full Consumer AWD Hoods Bread 
Year Price Index Only Only 
135 100 100 100 
1940 110 pig aah 114 
1945 125 140 118 
1946 129 148 118 
1947 Wad 169 129 
1948 161 207 164 
1949 167 212 Ere 
1950 Baye os 186 
1951 139 248 a0 
1952 194 247 ele 
1953 192 239 216 
1954 193 238 225 
195) 194 25 220 
1956 197 240 234 

These figures speak for themselves. Bread 


prices have tended to rise more slowly than prices for 
all foods but since 1951 this lag has been disappearing. 
ES Some Conclusions: 

i. There is a trend within the baking in- 
dustry that indicates that the spread between producer 
and consumer is increasing. 

ey It has occurred partly because labour 
is taking a larger share of the consumer price. 

aS It is also apparently partly to be 
attributed to increased packaging costs as a per cent 


of the consumer prices. 
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Mr. May 
Mp It arises in some measure from wheat 
price stablization policies. These policies have 


served to keep flour prices stable and lower in the 
immediate post-war years than they would have been 
under free market conditions. However, today, in 
the light of existing wheat surpluses and marketing 
difficulties, government control of wheat marketing 
serves to keep wheat and flour prices higher than 
they would be under free marketing conditions. 

Flour is only one cost among many that 
determine selling prices of bread and other bakery 
Products. But to the extent that flour costs have 
been stabilized the selling price of the finished 
bakery products will also have been governed. 

Bi None of this increased price spread 
has remained with the baking industry. The industry' 
profits show a decreasing trend. 

ee We offer no opinion as to whether 
this increasing price spread is either unwarranted 
or undesirable. Some of it -- particularly increased 
packaging costs -- probably has increased markets and 
therefore total consumption of farm products; and, 
with regard to some agricultural products -- par- 
ticularly wheat -- total consumption would seem to be 
far more important today than the changing price 
spread. 


cod 


‘Re In any event, there is very little 


that the baking industry could have done to have 
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prevented any of the changes which have occurred. 

(a) The baker does not regulate in any 
way the cost of the materials which 
he buys or their price trends. 

(b) Bakers have relatively little control 
over wage trends. They buy labour 
in a competitive market and negotiate 
with unions largely on the basis of 
labour market competition. 

(c) In the use of packaging they are under 
the compelling influence of modern mer- 
chandising conditions which it would be 
fatal to disregard. They are in com- 
petition for a maximum share of the 
consumer's dollar not only within the 
baking industry but against optional 
foods. 

EXPLANATION OF STATISTICAL TABLES 
INCLUDED IN THIS REPORT 

TABLE I - Page 2 
Sales of Bread - Compared with all other bakery products. 
Source - Dominion Bureau of Statistics "The Bread 

and Bakery Products Industry in Canada" 

for the years included in the Table. 
TABLE II - Page 4 


Distribution of Sales by Wholesale - Retail House 
to House - and Retail Bakery Stores 


Source - Dominion Bureau of Statistics "The Bread 


and Bakery Products Industry in Canada" for 
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the years included in the Table. 
TABLE III - Page 5 


Materials and Labour Costs as a Percentage 
of Selling Prices 


Source - Domion Bureau of Statistics "The Bread and 
Bakery Products Industry in Canada" for the 
years included in the Table. 

TABLE IV - Page 6 

Raw Materials - as Percentages of Selling Prices 

Source - Dominion Bureau of Statistics "The Bread 
and Bakery Products Industry in Canada” 
for the years included in the Table. 
Percentages shown are arithmetical calcula- 
tions of the total dollar usage of the 
materials listed - and which are included 
in the Dominion Bureau of Statistics re- 
ports - applied against total industry sales 
- also included in the Dominion Bureau of 
Spuavistices "reporre. 

TABLE V - Page 8 


Average Selling Prices - Bread - Flour - 
with Comparable Indices 


Source - Dominion Bureau of Statistics "The Bread 
and Bakery Products Industry in Canada" 
for the years Included In the Taple. 

Bread prices per pound are arithmetical 
calculations of total pounds of bread sold 
and total dollar value of sales of bread. 


Flour per barrel prices are arithmetical 
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calculations of total number of barrels of 
flour used and total dollars paid for its 
purchase. 

TABLE VI - Page 11 


Per Capital Consumption on Commercially 
Baked Bread - Canada 


Source - Dominion Bureau of Statistics "The Bread 
and Bakery Products Industry in Canada" 
for the years included in the Table. 
TABLE VII - Page 18 
Wage Data 
Source - Dominion Bureau of Statistics "Review of 
Man Hours and Hourly Earnings 1946-1956". 
TABLE VIII - Page 22 
EARNINGS AND TAXES 
Source - Department of Finance "Taxation Statistics 
for the Taxation Years 1944-1955" 
Net worth has been determined by deducting 
from "the Total of all Assets" - the sum of 
"Bank Loans" - "Payables" - "Tax Liabilities" 
wad. Other Idabidaties. 
TABLE X - Page 23 
Source - Dominion Bureau of Statistics "Consumer Price 
Index’ for the years included in the Table. 
I am sorry to have had imposed on you so 
long. I did not think it would take that much time. 
THE CHAIRMAN: Thank you very much. We 


usually take a short recess during the morning and 
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I think our questions may account for a little time 
and perhaps we should take the break now. 

Before we do, there are just a couple of 
points I would like to comment on. 

In Table II you show distribution of sales 
of wholesale, retail, house-to-house and retail bakery 
stores, I think perhaps you might be able to help 
us to get a better view of the relationships and 
complexities of the industry if you could just tell 
us, for example, whether the firms in the wholesale 
business who are selling wholesale are alse selling 
from house to house, or whether they tend to specialize 
on the wholesale side and again whether the retail 
baker stores, as you have separated them here, are 
merely retailers and merchandisers or also engaged in 
processing. 

MR. MAY: There is considerable overlapping 
in these divisions. In many parts of the country 
there will be large bakeries who still do wholesale, 
but also sell door to door, There are ether large 
bakeries who do nothing but wholesale, but there is 
considerable overlapping in that field. 

Now, when you refer to the retail store, 
of course, I am referring to bakeries who do their 
own baking in the store, or in a central depot, and 
take it to their own stores, but there are bakeries, 


manufacturing bakeries who do not do any delivery. 
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You go to the store and take your choice and carry 
it off home. Perhaps you would like to comment on 
this overlapping? 

MR. ANGLIN: There 1s one concern, sir, 
that is in St. John only where there are doing retail 
as well as wholesale. Eastern Bakeries are strictly 
wholesale in every branch, and at all points. So 
are all other bakeries, I belleve to.a slirint extent 
in Halifax, there is remaining some retail by two of 
the larger bakeries there. 

MR. MAY: You mean by "retail" --? 

MR. ANGLIN: I mean house to house in 
addition to wholesale to the store. It is a very 
very small percentage in the-.East. 

THE CHAIRMAN: For example then, this increage 
in the percentage of sales wholesale, may be partly 
the the growth of specialized wholesale firms or 
could be an increase in the percentagetof wholesale 
business done by firms that are both wholesale and 
retail. 

ie. MAY: - cb could be boi, I think there 
is a trend in the United States and a growing trend 
tin Canada for a diminishment of delivery from door to 
CSOr.. There are some individuals who do not like 
to admit.it, and do not iike to see it, but certainly 
in the large metropolitan cities in the United States 


door-to-door delivery of bread is sharply on the 
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decline. It is almost nonexistant in many parts. 

MR. ANGLIN: Your costs are teo great, sir. 
We faced the issue at least eight years ago, and just | 
said one morning "Cut it out completely." We can't 
afford to walk in and carry one loaf of bread upstairs 
and possibly one small package. The boys are far 
better off when they are all on a commission basis 
delivering’ 25, 50 or 100 to one store at the same 
time, and the grocer also is going to deliver to the 
home and the loaf of bread can go along with it. 

I for one, Arthur, will not admit there is 
any decline in bread consumption at all. Certainly 
not with us. 

MR. MAY: But in house-to-house delivery 
Lhere Gist a mechine:, 

MR. ANGLIN: A definite trend to get away 
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Prior to 10 or 12 years ago, there was con- 
siderable home baking until this last slight recession 


increased it a little. We have reduced that factor 


very considerably, and the commercial bread has come 
up proportionately. 

THE CHAIRMAN: We may follow up some of 
these points in more detail after the recess, but the 
point I wish to comment on is that in a number of 
your tables you have indicated the changes since 1935 
up to 1956, and we are interested in the long-term 
trends, but we are also interested in variations which 
have occurred in shorter periods, and, I might say, 
particularly in the last 10 years. The general 
pattern of change in the primary industries and in the 
processing and marketing of food products and the 
prices of these within that 10-year period has been, 
from 1947 up to 1950 prices generally were rising, 
and the relationship between primary prices, whole- 
sale prices and retail prices remained about the 
same. That is, the index says wore rising at 
about the same date, and then prices broke in 1951, 
and since then there have been a number of different 
relationships between the levels of prices of farm products. 
wholesale and retail, and so we are particularly 
interested in the 10 years, in that period of 
generally rising prices, and what has happened sines 
1951, since prices in the food industries turned 


down, and in general primary producer prices have 
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declined whereas the retail price index has at 
least not declined to the same extent. Some of 
our questions in the next few minutes may deal 
more specifically with this latter period. 

MR. MAY: If I may say a word about that, 
Mr. Chairman. Vhen we start to deal with a subject 
lixe this it is always a problem of where to start, 
what to use, and some of these tables have been calu- 
lated on various other periods, and finally I 
decided 1935 probably represented the medium between 
boom times and the outbreak of war. 1929 was not a 
good year and I broke down it down in five-year 
periods until we reached the post-war period, and 

| then broke it down year by year. 

THE CHAIRMAN: Well, I think we will 
recess now for 10 minutes, 

~-- Recess. 


--- Upon resuming. 


THE CHAIRMAN: Mr. May, you indicated 
earlier that you might wish to amplify one statement. 
Would you care to do so now? 

MR. MAY: Yes, and the statement is the 
second paragraph on page 19 of the brief, and I 
refer to the fact that $100 million of new equipment 
per unit costs, and then I made the statement: 

"Tn addition to receiving the three 


selling price per cent points in higher 
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“earnings, labour would appear to have 
received also substantially all the 
values arising from the improvement 
in plant and equipment." 

Now this is a statement that I believe to be 
true, but I don't think it is a statement that you 
can conclude from the tables. You.can make this 
conclusion I think when you look at all the tables, 
and say the baker got none of the benefit, because 
of the benefit of the new equipment as such to the 
baker in terms of increased profit. It can be con- 
cluded from the tables that either labour got the 
benefits or the consumer, or both got it perhaps in 
prices that were lower than they otherwise would 
have been. It is not. to restrict the. statement, 
ic is. simply to.say that I. don't think it is.a,itair 
statement to conclude from the evidence it is based 
on. I believe it to be true, but my belief comes 
from talking to bakers across the country. 

THE CHAIRMAN: Thank you. Mr. Kidd I 
think will start the questions. 

COMMISSIONER KIDD: I would like to start 
at the front and work backwards from your submission, 
and on the first page, second paragraph you mention, 
when you are talking about the National Council, 
you say it has continued since the war, Could you 
tell us something about the functions that are per- 


formed? 
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MR. MAY: Yes, we have an association 
office in Toronto, secretary office, which is engaged 
in disseminating material that is pertinent to the 
industry, that organizes conventions and that sort 
Ofe Thing . 

The Ottawa office is under my direction, 
and concerned primarily with dealing with matters 
that concern the bakers, that has a sales staff. We 
are greatly involved in health and welfare foods, and 
Drugs Act regulations, and this sort of thing. These 
are in the main the things that we do. 

COMMISSIONER KIDD: You say "...those matters 
which are properly the common concern of all bakers." 
What do you mean by that? 

MR. MAY: I would regard agreement to 
restrict the prices as being improper for a trade 
association to be concerned with. There are things 
Paabeinaustry might properly and if it: ls wise it 
will concern itself with, where they can stand on 
a common ground, influence, if you like, Government action. 
frmre is a long history going back 10 or 12 years 
with regard to sales tax. 

Originally, the only product that was 
exempt from sales tax was bread. Negotiations 
with the Government of the day exempted bakery 
products, and then the baker's products were sales 
tax exempt, but many of the raw materials he 


bought were not, and through further negotiations 
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it added to the list of sales tax exemption all the 
ingredients going into bakery products. And then 
there were many, many negotiations on packaging 
material, which are still going on. There is a 
pattern sets up on things that it is necessary 
for industry to talk to Government about on an industry 
basis, and it is preferred by Government officials 
themselves rather than having 40 or 50 bakers coming 
in and talking of sales tax exemption. They would 
prefer someone who represents the industry to come 
in -and do it. 

COMMISSIONER KIDD: The concerns would 
relate to the same matter of common concern? 

MR. MAY: That is right 

MR. ANGLIN: I see everything that comes 
across my desk, and down in the bottom drawer, I have 
12 different files, they represent different com- 
mittees of bakers, and they are purely voluntary, 
and possibly they haven't covered the Bakery Food 
Foundation, and I think under Mr. Cotter -- he is 
doing a wonderful service to Canada in controlling 
a lot of these food fads, and varieties of white 
bread, and what is proper to eat, and there is one 
on finance, and one on regional meetings that we 
hold to get different businesses together, letting 
them know we are here to help them with their 
problems. 


COMMISSIONER KIDD: The last paragraph you 
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say: .. sells probably not less than 80 per cent 
in all bakery products." How many firms are there 
in your association? 

MR. MAY: I think our membership list, and 
I am not sure, probably includes about 500 to 600 
bakers. 

COMMISSIONER KIDD: Out of a total of? 

MR. MAY: 2,600, but in those 2,600 you have 
many small retail sources, one-man operations, the 
man gets up Friday morning and bakes, and then sells. 
People of that kind just don't have too much interest 
im associzations. They haven't got time, for one 
thing, but most of the large bakers are members of 
the Association. 

COMMISSIONER KIDD: You mentioned about 
2,600 firms,in a table in here, you show 286 as 
far as stistics for the Canadian baking industry is 
eoncerned, Table ix. 

MR, MAY?) Lt is quite a’ capiouss thing, it 
is an industry that is highly concentrated. That 
286 bakers shown in the income tax table is all 
the bakers who are filing income tax returns. We 
conclude that the other 2,300 do not make enough 
money to put in income tax returns. Theyrare 
small operations, and thae wouldn't be more than 
300 or 400 substantial bakery concerns in Canada 


who could be regarded as big companies. 


COMMISSIONER KIDD: How many? 
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MR. MAY: 300 to 400, somewhere in there. 

MR. ANGLIN: I might add our Maritimes is 
listed as one in the National Council, yet we have 
117 bakers from the East. We get them collectively 


in National Council. 

COMMISSIONER KIDD: It would be difficult 
for us to relate the course of the sales to the 
number of Tirms* generally an here,” anyway, tor-che 
500 or 600, as being members of your Society, and 
also out of the total’ of*+2,600. 

WMAe MAY: “Yes. Incidentally, Le te-unverestin 
im cay point Mr. Kidd, that ia you)look- at+-that state- 
ment you will see that the total sales are shown for 
1955 as being $248.million. When you go back to the 
Dib.o. Lugures. collected in a separate place. they 
show total sales as being 289 million, so that 285 
recorded in this year, 286 reporting companies, have 
@ total sales of 286, whereas D.B.S. report’ total 
sales to the industry as being 289. These 300 
companies are really the baking industry. 

COMMISSIONER KIDD: On page 2 at the bottom 
these revorts show some changes tnat are constant 
enough to be regarded as trends, and I believe, 
as the Chairman has already indicated, we must 
concern ourselves with the period from 1947. In 
the table on the next page, Table I, if you take the 
period 1947, in fact if you go back to 1945 it is 


much the same. You will notice that the percentage 
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of total sales of bread has gone up 4 per cent, 

and the percentage of total sales in the other 
products has gone down 4 per cent, so that the trend, 
let us say, since 1945 or 1947 is different from the 
trend, from i935. 

MR. MAY: In some instances, yes. 

COMMISSIONER KIDD: Is it not generally? 

MR. MAY: With 1945 we are dealing with this 
year which was the end of the war when there was a 
ereat deal of dislocation in the operation of business, 
largely coming out of the operations of the Wartime 
Prices and Trade Board, shortages and rationing, 
and so on. But, if you take 1947 you show a reduc 
of bread -- no, you show an increase in bread, and 
then when you get to 1948, it is pretty constant 
from then on. Now, one of the reasons I worked out 
the tables the way I have, the jumps in five years 
to 1945, and then single year jumps is because I 
concluded the latter years would be of more concern 
to you. 

COMMISSIONER KIDD: The reason I asked that 
question, here and elsewhere in your submission, you 
say it is significant for a study of the industry, 
but IL -have not yet got the significance of :it, ‘be- 
cause the trend seems to be different in the past 10 
years than in the past 20 years. 

MR. ANGLIN: Well, there is a change. I 


would not agree with the figures particularly, but 
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the bakeries are reporting as unit sales and it is 

marvelous the difference. Look at the youngsters 
today, they want 2 sandwich instead of two slices, 

and the loaves are up all the time, roll sales are 

decidedly up. 

COMMISSIONER KIDD: That is bakery products 
other than bread? 

MR, ANGLIN: Yes, so I think the use of 
wheat and flour is pretty constant all through. 

COMMISSIONER KIDD: But it is true that during 
the past 10 years or so there has been a decline of 
4 per cent on the sales of other products. Of 
eourse, if you take it from the period of 1948, you 
have a pretty constant figure. 

MR. MAY: I am inclined to agree with you, 
this table does show a levelling out in the character 
of bread sales. 

THE CHAIRMAN: May I pick that up for a 
minute? I understand that the low percentage of 
bread in 1945, 1946 and 1947 you would attribute to 
war-time controls and shortages at that time? 

MR. MAY: It would be a factor. 

COMMISSIONER KIDD: For three years, 55, 53 
and 55 per cont, now you jump up to about the level 
that you are now, but there is a slight indication 
of a decrease from 52 which is 62.01, and then it 
does go down slightly, and I am wondering whether 


this is the more modest re-occurrence of the trend, 


a mask 
wie 932 saaiaiet saad at one 


by ope a nba a iy L, 


eee ale y= oN 
“s 


4 os 


Pr oe ee ca Sedge Henry ¢MeO ESET a 
3 i Fy SOR AS dn Pee 
hy wticws Lotte tr ett Hal Se ad “ace oT aed nia 


ee 


he ee Wey 


nies ced WES elk Cite 28 A uae Bre ee 
. % Pee aS end ae, pa bwan neg @ 


: ‘ PAs ia ~ ET 
Pt er ee eh a we Te See ee ee 
yee (Bott. He biohed hind? al rt pat? VOR Ae, anaes 
’ +4 nt it 
any ‘Gatdond sf uae an) Uy or 


F4 Fis 
. tat 


Wo avery ddieg's9 Bouetedp aes aaa ri 


bs a Pra 


ld ps 


ose eitas _ ye BA Pads vireetes, a ah jou “Biss” gtuiz 
epee t bah 


7 we Feb ‘baDye | cs 


oan oe: ; Mian at re 
| os SS hehe Py : Se TN RP Ran AC A Sa a gn 
5 ty) ae Se Si Yt Cae MAMA T AUD Ae 


3 reece me \ bye ashes Saas = a 4 : 
ee ee : ial AP ey UES . ) 
p suasnerdny Yah nde TAR aera abe ont lant 
- 
J ; 4 


; ae ae ee 
Wh) ~ cox agedenitn biuow cat filer ena i Yee hi Been 


* 
A 


“ould gmet ¢¢°acenddtiia Oop Bi easiee onls-teN 
; <7 Pye mat 
TO sat’ ys biucwe Fh 4 : va a 


‘= r 
4 a “4 ~ rt 1 < Biel s igi: ert Bs er ee 


r : = Tek ts es © “hea = ; 
vor Sesiguadé wt ad whol UAT walt’ 5 Ce tq aa ‘bas 


'* Biak 


RP roe ce ay tes re fvcprs- ay ‘ P h 
qollactut gis e, 4) seat? Soa wat wxD troy sak. 
ore Be ¢ a ty i a 1 str Fat of 
$e dtd Bie ole) ey sian SRO Fray OAs a’ 3¢ 
» 
: Te) {J >seh;! - he “tt ta ra os 
redder QROTe. act ak! TEAS, eC et hit ‘oa ae te 


fas | - 


" My F a . ost on A eer Ad Sew ro vu . saa "a a 
hnwsd! See Le agin ee g7"Fishom dibe s ci 


| lt SUNS Pit hia ts hen) oie 
r] ae 7 7s [ ' 


“geet . 


: a 
. 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


-1644- 


MR. ANGLIN: There was a slight recession 
at that time, and we came out of it. 

MR. MAY: If you take the trend back further, 
it is more astonishing, and I did not go back, but 
if you took the total sales back to about 1920 you 
reach a level of S9 per cent or 90 per cent. The 
trend is there even though you say it is probably 
not too clear, but I am convinced that this trend of 
less bread and more cake is going on. 

COMMISSIONER KIDD: On the next page about 
selling price percentage of raw materials and labour --|it 
is not the same for all products, is there any data 
on that? 

MR. MAY: No, Mr. Anglin would have to 
answer you. I think if there was a higher rate of 

percentage on cake than bread certainly you would 
not have the same percentage of labour to make 
bread as to make rolls or doughnuts. 
MR. ANGLIN: Doughnuts would go through, 
you could do them almost automatically, but cake 
is different with your decorating and Pra eee Ee 
| is a much higher cost. Your stream-lined production 
| of bread and doughnuts is fine, but with cakes the 
labour costs are considerably higher. 
COMMISSIONER KIDD: Again getting back to 
an earlier question at the bottom of the page, this 
change in the character of sales, could you tell 


us why you feel we should keep this in mind? 
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MR. MAY: Because the fact that the character 
of sales is changing, labour factors are changing, 
material factors will be changing also. | 

COMMISSIONER KIDD: You mean labour factors 
will be changing as you get more into this area? 

MR. MAY: I cannot answer that question, 

MR. ANGLIN: A good many bakeries are com- 
pletely out of the cake business because of cost; 
they simply cannot do it. We are hanging on but IL 
know of only two others in the Atlantic region simply 
because of cost. I think it will be streamlined 
to fewer products which you can put through autom- 
atically, but we have not the population in Eastern 
Canada so it may be completely out. It is different 
in other casés where people are living in smaller 
apartments, but here it is mostly people living 
in their own homes, and when cake gets beyond a 
certain price they use their own kitchen, and the 
mixes. 

THE CHAIRMAN: How far along have the 
mixers come in this? 

MR. ANGLIN: Well, they had their "heyday" 
for about a year and a half, but I do not know of 
any baker who is still concerned about it. The 
housewives started out with them, they wanted to 
try them, and I know my own wife did, but they will 
buy our stuff if it is good, and we won't make 


anything that is not good, because whether it is 
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ourselves or any others in the industry our future is 
in quality, and once they lose confidence in us then 
we are through. 

MR. MAY: At one time the baking industry 
was extremely worried about the inroads of cake 
mixes, but today they are both living side by side, 
and probably the usual adjustment has been made in 
both cases. 

COMMISSIONER KIDD: Down at the bottom 
of the page, Table II, the higher percentage to 
sell wholesale, the sales to wholesale should be less 
costly to the baker than house to house delivery, of 


course? 
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MR. MAY: 26s, 1 thank so, In a general 


COMMISSIONER KIDD: So that you would be 
selling wholesale, you might not reap the benefit of 
a higher retail price, but you would save on your discre 
buLLon costs. 

MR, MAY: “Yes, 

COMMISSIONER KIDD: Are bakeries generally 
speaking in the three markets, wholesale, retail and 
housc-to-house? 

Mi MAE NG, There would be considerable 
overlapping across the country of people who sell wholeshble 
and seil from door-to-door. In Central Canada, it is 
usually the same man who sells from house-to-house, 
and as he passes the grocery store he sells to the 
grocer, 

There is a trend under way in which more 
and more large bakeries are going 100 per cent whole- 
sale and discontinuing house-to-house service. 

COMMISSIONER KIDD: Who are the wholesalers 
in bread? 

MR, MAY: It is the baker himself. Bike 
is a description of the type of service he renders, 
buo Lt te the baker himself, 

COMMISSIONER KIDD: He seels to the chain 
stores, for example? 

MR. MAY: That is right, or to the 


grocery store or restaurant. 
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COMMISSIONER WALTON: And restaurants are 
usually regarded as wholesale institutions? 

MR. MAY: Yes. 

COMMISSIONER WALTON: Those are all whole- 
sale? 

Me MAY < 7 Yes. Now, the retail bakery 
store 1s a separate institution. That is the baker 
who is in business for himself. He runs the store. 

He has very relatively no automatic equipment. He bakes 
eakes and bread. He sells it to the store, That is a 
separate problem because although they are large, and 
very successful, many of them are very small one-man 
outfits. 

COMMISSIONER KIDD: some bakeries only sell 
to*one of these. 

MR. MAY: Yes, some of the large bakeries are 
completely wholesale. Others wholesale and retail, 
and door-to-door. 

COMMISSIONER COUVRETTE: Would these retail 
bakery stores include the big department stores and 
supermarkets? 

MR, MAY: They could well, yes, where you 
had a retail baker who licensed himself within a 
supermarket as happens in some areas. Then he would 
be classified in his returns aé a retail outlet. 

COMMISSIONER COUVRETTE: The baker would 
hold a concession there. 


MR, MAY: That is right, exactly. 
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COMMISSIONER WALTON: Some of the large 
supermarkets ve their own bakery equipment there, 
and that has been a new trend. 

MR. MAY: Yes. 

COMMISSIONER COUVRETTE: These departments 
in the supermarket do not belong to the baking or- 
ganization. ‘Would they be included in that column 
called retail bakery stores? 

hey MAY: No, TI wouldn't. think so. ne 
think they would be under wholesale. 

COMMISSIONER COUVRETTE: Definitely belong 
to the wholesale. 

MR. MAY: Yes. 

COMMISSIONER KIDD: Do the chain stores 
have any bakeries of their own? Do they own their 
own bakeries? 

MR, MAY: In some instances, yes. One of 
the largest chain stores in Western Canada bakes its 
own bread. 

COMMISSIONER KIDD: I was just wondering 
because on the next page you refer to a change in super 
market merchandising. I was wondering whether that wa 
what you were referring to? 

MR. MAY: Not particularly. Most super- 
market chains buy their bread from a baker, There 
are one or two who bake their own. 

COMMISSIONER KIDD: On page 10 you mention 


that flour prices still tend to go down. How do the 
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large bakeries buy their flour? Is it in 100-pound 
bags or what sort of package is it? 

MR, ANGLIN: Almost entirely 100-pound 
bags in our area, but there are sume who buy by the 
railroad car, but at the present time we are a little 
bit too far away. 

MR, MAY: This is a new trend. Flour is 
not packaged at all. it is blown into a tank car, 
and taken out by vacuum, That is. a trend that. ts 
growing. 

COMMISSIONER KIDD: That would be a saving, 
of course. 

MR, ANGLIN: There are a number of additional 
problems. In the earlier days in this business, we got 
a bag of flour for 2-1/2 cents on every puund, Today 
it is over 9 cents every pound to bring it from the 
siding into the plant, the handling of the flour. 

CUMMISSIONER KIDD: On page 15 you are dis- 
cussing packaging costs. How much does it eost to 
wrap a loaf of bread? How much does the wrapping cost? 

MR. ANGLIN: About 1-1/10th ccnts on every 
UnLe, 

COMMISSIONER KIDD: What are your labour 
eCoais .on.that unit? 

MR. ANGLIN: I could give you that too, 

An hour long labour production -- that would vary 


with the different plants -- depends upun your equipment 


right straight through. You will run anywhere from 
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569 to 1-1/2 per unit. 

MR. MAY: That is not for the wrapping, 

MR. ANGLIN: For production costs we conside 
a wrapped loaf is the finish of the production and 
delivery. 

COMMISSIONER KIDD: It runs about a cent 
to wrap it, and labour costs about a cent. 

MR. ANGLIN: The paper on it is a little 
over a cent. 

MR, MAY: But it doesn't cost a cent to 
wrap it. 

MR. ANGLIN: No, the wrapping is in the pro 
duction costs, so that is mixing and baking and wrappin 
all included, 

COMMISSIONER KIDD: I was just wondering 
how meh, in terms of packaged costs it actually costs 
to wrap a loaf of bread. I suppose that would be a 
difficult item to break down. 

MR. ANGLIN: In addition to the packaging, 


there are the carton costs and getting it in proper 


Shape to the grocer. We used to get a 26-loaf carton 
at one time for about a cent. Today iG ¢ogvs Lor 2 
16-loaf carton 42 cents. That is why we shifted to 


the delta. That all comes in packaging costs and 
carton costs, and to us it 1s tremendous. 

COMMISSIONER MacKICHAN: What percentage 
ef the carton comes back for re-use? 


MR. ANGLIN: In the old days we fPigureé 
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four trips, and we would be lucky to get them back. 
We don't get more than two trips out of them today. 

MR. MAY: There is a trend to a more sub- 
stantial shipping container which is made out of 
heavy metal. They hold 20 loaves of bread, and as 
they are loaded up, stacked on top of one another, 
these are quite efficient. These are made of heavy 
wire, and they are very expensive units, but they 
have longer re-use and the cost, in terms per unit, 
is less. 

Part of this trend stems from also another 
trend. (Oo produce a sotter loaf. There is a trend 
in this country, as in the United States, where the 
housewife is still squeezing the loaf, and the bakeries 
make them softer so she is satisfied. That makes for 
a more substantial packaging and need for a better 
packaging. 

COMMISSI@NER MacKICHAN: Would the softer 
loaf have a higher moisture content? 

MR. MAY: 2 would not think so. 

MR, ANGLIN: It has nothing to do at 
all with moisture content. Their absorption is 
about the same at all times. 

COMMISSIONER KIDD: What happens to stale 
bread? You say bread stales very quickly on page 19. 

MR, MAY: Well, that is one of the most per- 
plexing problems the bakery has to contend with. 


Most bakeries today are coating their bread, and make 
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very sure that no bread remains on sale anywhere at 


the most for a period of time -- I think it is 36 or 


48 hours which is considered to be the limit. 


Bakeries take the bread back for salvage -- 
what they can get out of it by feed, but it is a concer 
to the bakery to make sure that his product is availabl 
fresh, That is something abcut which every baker is 
concerned, and stale returns are very costly expenses 
tc the bakery units. 

Probably the average cost ecross the country 
would be not less than 1-1/2 to 2 per cent on all 
sales. 

COMMISSIONER KIDD: On returns? 

MR, MAY: With some recovery after. 

COMMISSTONER KIDD: I was wondering what 
the recovery was. 

MR, MAY: After you get your stale bread 
back your recovery is you hope you can get the equivalert 
of your ingredients out of it in selling it for pig 
feed or for some other use. 

MR. ANGLIN: We are awfully lucky if we can 
get that even. 

Mit... MAY: Yes. 

MR. ANGLIN: The answer is in proper 
training. If your sales are limited. If your sales 
are limited to 48 rours from the wrapping machines -- 
these salesmen are on a commission basis. They 


are wonderful boys. They know the potential of 


rE 
ee 
rTaano A sf 
, ao ar) 
tw , Od 


a, 


Sat Pte Diss 
ANGUS, STONEHOUSE & CO. LTD. 1654 
TORONTO, ONTARIO 


each store far better than the grocer does. They 
just want to make sure they don't lose any good cus- 


tomer selling stale bread, He watches that. He can 
tell by his quota exactly what they should have. Sales 
are just on a minimum. 

MR, MAY: We had a regional meeting and 
discussion on this question of stale returns which Mr. 
Anglin chaired about six weeks ago. We were doing 
some exploring, One of the things we asked the meeting 
was how many would be in favour of making it illegal 
for you to take bread back. Nobody was in favour of 
2% They were too aware of the consumer demand 
for fresh bread to take the chance even with the law 
saying you do not have to take it back. They could 
save this 1-1/2 per cent with the law, but they don't 


want that law. 
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MR. MAY: That is one of the weaknesses 
im tne Dib.o. figure, in part of your Terme of 
meterence; these are all’D.B.s. figures, and D.B.c. 
charts are used, bulk salaries and wages. oy gta ty =) 
includes all salaries and all wages. Now men in 
business usually like to separate salaries from 
wages. They have an office cost which includes 
salaries, and then they have the wages, but that 
figure is not available. The figure that we are 
showing, as labour coet, I am talking about total 
cost of labour and salaries as you see in the D.B.S. 
returns, 

COMMISSIONER KID): So it is production 
and non-production? 

MR. MAY: Some non-production. 

COMMISSIONER KIDD: The use of the phrase, 
that some of my colleagues do not care for, in fact 
it is your factory workers and salary workers lumped 
together, which are your labour costs? 

MR. MAY: Yes, and the reason we use it, 
it is all that is available, 

COMMISSIONER KIDD: Well what interested 
me there was looking at some figures in the Census 
of Industry for the baking industry. I notice that 
in 1951 you quote average weekly earnings for 
hourly rated employees at 40.5, and salary worker 
salary is 7.11, and 1955 the hourly rated employee's 


wages $48, and from the same census the salaries 
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were up 69.23. This indicates that there has been 
quite a change in the rate of appreciation of salaries 
as against wages. Have you any comment on that? 

MR. MAY: No. If the figures show that, then that 
is what has happened of course. 

COMMISSIONER KIDD: Why? 

MR. MAY: I think perhaps office help in 
bakeries today requires to be more skilled than it 
did a few years ago. I think our production and 
management techniques have come into the disctri- 
bution trend}. then I think the level of clerical 
help in the bakery office is probably much higher 
than it was a few years ago. There is a need for it. 

COMMISSIONER KIDD: I am just wondering 
what the explanation was for that, because in 1951 
if you take those figures, wages were 82 per cent 
and salaries in 1955, they dropped to 69 per cent. 

MR. MAY: I would not want to comment. I 
don't really know the answer. 

COMMISSIONER KIDD: All right. Under the 
same heading labour costs; you say "... increased as 
a percent of selling prices from 27.55 to 30.56." 
Now this includes the whole industry? 

MR. MAY: ) Yes. 

COMMISSIONER KIDD: The efficient and in- 
efficient? 

MR, MAY: Yes, it probably does not in- 


clude many of these 2,3000 miscellaneous small bakers. 
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Some of those don't pay any wages. The boss pays 
himself what he gets. But it does include the 
efficient and non-efficient. 

COMMISSIONER KIDD: Would you have the 
figures for say the first half dozen or dozen firms? 

MR. MAY: I don't have them, no. They 
are not available publicly. If there was a reason 
for you to have them, I am quite sure the industry 
would give them to you. 

COMMISSIONER KIDD: You mentioned that the 
only source was D.B.S. L thovgnt possibly the 
bakers in their annual reports would have given an 
indication. 

MR. MAY: Well, we don't have it in our 
COLT ice. In their annual statements, there are 
relatively few public companies in the baking industry. 

COMMISSIONER KIDD: In the next table, 
Table VII to which we have referred already, and 
in your summary you point out that the hourly wages 
have increased from an index of 100 to 212. As 
far as the selling price for bread, it increased from 100 
to 203, a smaller increase. That indicates that 
the price of bread has gone up slower than the level 
of wages. A number of points come out of that. 

Would you say that if the price of bread, 
let us take 1949, hecause there is a level figure 
there of 139 in the index, would you say that if 


the price of bread has reached a reasonable level on 
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that point, from your standpoint, then it would be 
less likely to increase at the same rate for some 
other factor which might not be considered to have 
reached that reasonable level? 

Supposing bread was 16 cents a loaf, and 
it went up to 15 cents a loaf, percentagewise it might 
not be so much as compared to a rise say on the order 
that you have mentioned here, but what would you say 
about the reasonableness of the increase in the two? 

MR. MAY: I would not want, and I am quite 
sure Mr. Anglin would bear me out on this, I would 
not want to pass any adverse comment on the question 
that wages have risen more rapidly than prices. How 
much is a man worth? These wage increases have 
come about by negotiations with unions, by and large. 
If we take the objective view they have probably 
been reasonable, so I do not think anyone representing 
our industry would sit in judgment on this question. 
Lyin simply yonere vis. a fact... That,isi,.aul, We just 
put it there. 

COMMISSIONER KIDD: The reason I raised 
this is you have made quite a point in this submission, 
and in your preliminary statement this morning, about 
the labour cost. You constantly referred to labour 
costs and wages the price economy system, and so on, 
and I gathered.from your submission that there are 
two costs that you feel are responsible for the 


present day price; one packaging and one labour, so 
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I was trying to get some consideration of whether 
or not the wage rise had been inordinate from your 
standpoint or not? 

MR. MAY: I would not so regard it as 
being inordinate, I say there are two main reasons, 
one is packaging and one is wages. I prefer to say 
that is what happened and not -- I do not think any 
of us wants to sit in judgment on the trend of wages 
in this industry. 

COMMISSIONER KIDD: Well now you have made 
the statement on page 25, it relates back to what we 
are discussing here: "Bakers have relatively little 
control over wage trends. They buy labour in a 
competitive market, and negotiate with unions largely 
on the basis of labour market competition." Now 
could you tell us is the bakery industry considered 
to be a high wage or low wage industry? 

MR. MAY: In the scale of some of these 
tables, with which you are probably more familiar 
than I, to the average hours of work, and so on, 
they are somewhat lower than half way down the scale, 
so you can say that with regard to all manufacturing 
wages they are slightly lower than the mean, than 
the average. 

COMMISSIONER KIDD: You say that you buy 
labour in a competitive market. With whom? 

MR. MAY: Unions, or the individual worker. 


The word "buy" is not a good word. Wages are determine 
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largely on the basis of union negotiations, or if 
there is no union, on the basis of the individual 
employee. 

COMMISSIONER KIDD: You say ina competitive 
market. How do you mean that? 

MR. MAY: Well the bakery competition, 
the baker -- the milkman is getting paid in a certain 
town $50 a week. The baker ig not going to be able 
to hire one for $40 a week, There is competition 
in wages all the time. 

COMMISSIONER KIDD: You are not suggesting 
that wages are the same in tne same eity or town for 
ke ARGUS UPY 

MR. MAY: No, but they generally have some 
ravlo, I mean generally speaking bakers would be 
on a ratio or the same wages in a given grea, where 
the baker won't be paying his help twice as much 
as another. 

COMMISSIONER KIDD: But you could have 
in the same area, talking of competition for labour, 
you could have in the same area some wages almost 
double? 

MR. MAY: Yes. 

COMMISSIONER KIDD: Than others, depending 
on the type of industry? 

MA. MAY+ “Theat ts rene. Now the baking 
industry has a long tradition, and in depression was 


known as being a steady industry where there was no 
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seasonal employment, and probably reached a lower 
level of wages than industries that were seasonal. 

A man would take a lower wage or be satisfied with 

a lower weekly wage knowing he was going to work 52 
weeks a year, than he would if he were on a seasonal 
job. There have been adjustments going on in the 
baking industry in wages, and I don't think I want to 
ft ih Jadement on it at all. 

COMMISSIONER KIDD: Referring to the second 
paragraph on page 19, you have given us an additional 
comment on it, but I was wondering is it fair to take 
from the figures of sales that you have listed in your 
submission, and the numbers of workers in the industry 
from year to year, some indication of the increase of 
productivity cf workers? 

MR. MAY: I don't know how you would deter- 
mine that. Surely the yardstick when you are talking 
about price spreads is the percentage of what each 
took of the price, and these references in this brief 
are to what each took of the selling price of flour, 
what each took of the wages. 

COMMISSIONER KIDD: But there and later 
on you have said or indicated that labour's share 
was increasing. I was wondering if you would 
comment on the production per worker and the change 
in value over the years on the production of each 
worker? 


MR. MAY: I don't know, I would say that 
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there have been changes in production,in the output. 
Some of these have come about partly because of 
increased mechanization, but whatever these adjustments 
were, it is still possibly due to the fact that,in the 
period under consideration, of the selling price labour 
is still getting more of the selling price than it was, 
whatever the adjustment in output has been. They 


all happened within that scale, 
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COMMISSIONER KIDD: The reason I asked that 
I noticed in- the figures for 1951 and 1955, that the 
increase in the value of production had been about 
13.1 per cent and I think that was fairly close to 
the national average increase in productivity per year, 
MR. MAY: It could well be, 
COMMISSIONER KIDD: so that 1t is not 
Valve eVene “to bandy around something 
that the worker did in fact Bet wail of eCiie. value ame 
MR, MAY: No, I wanted to quality ‘chat. 
That was the only statement on re-reading the brier 
that I wanted to change. I do not want to retract 
this, I believe the statement igs crue, but £ doe 
not think you can Inverpret 16 == ag far acs you can 
go is with regard to improved efficient equipment -- 
either labour gets it or the consumer gets it. 
COMMISSIONER KIDD: I just wondered on 
favre, 9 AT “you could give us something more about 
the industry, again referring to the years 1951 and 
1955, because I notice that the number of companies 
increased by 71 but the number of employees increased 
by about 1200, so that the average number of employees 
per company has decreased from 155 to 117. What is 
the explanation of that? 
MR. MAY: Well, bakeries come in all sizes, 
I am afraid. As I said before, there are many of them 
which are just one man and then you have large opera- 


tions like the company Mr. Anglin is president of, and 
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he must have hundreds of employees. 

MR. ANGLIN: Just short of five hundred. 

MR. MAY: In between this one employee 
and 500 employees there are all kinds of variations. 

COMMISSIONER KIDD: There are a large 
Mumnber OF companies, that have less == 

MR. MAY: There are a larger number of 
them paying income tax, 

COMMISSIONER KIDD: There is an increase 
of about 30 per cent since 1951 and an increase in 
Sales since 1951, but the number of employees has 
fallen about 25 per cent. 

MR. MAY: For the whole industry the number 
of employees tends to go up very slowly. ius 
almost nothing. Each year there is more bread and 
cake used but not very many more employees. 

COMMISSTONER KIDD: Could you take from 
this -- are we to assume that the larger companies 
are increasing in size? 

MR. MAY: I would think so. 

COMMISSIONER KIDD: Well, on that same 
table you have the net profit as percentage of sales 
and then you give us net profit as percentage of net 
worth, and you notice you have pointed out a decline 
to 3.33 per cent. This, of course, includes all 
companies, including the 91 non-profit? 

MR, MAY: LBe5 


COMMISSIONER KIDD: You do not have anything 
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on the return of net worth --- 

MR. MAY: I think it could be determined 
from the table I took this Lom, I have not shown 
it bub it is here. 

COMMISSIONER KIDD: Just a general question 
On this: in looking it over TI was wondering, do you 
consider this sort of table a fair summary of the 
industry's position? Let me put it another way: 
would it be proper, let us say, to set farm prices 
or judge farm prices on the basis of returns of a 
marginal farmer or is it Proper or fair to judge 
Feturns for the industry on the price of the product 
of the marginal producer not in industry? 

MR. MAY: These are the producers of bread. 
I do not think any marginal producer is in this list 
of companies, The profits. are marginal, but as 
operators, no, 

COMMISSIONER KIDD: The assumption from 
the table is that the industry 1s not doing too well? 

MR. MAY: i think thet 1s 3 perfectiy 
reasonable assumption. 

COMMISSIONER KIDD: I am questioning 
whether it becomes reasonable to take the industry as 
@ whole and say that it only made a return Ot 3.5 per 
cent whereas 195 companies may have doubled that? 

MR. MAY: Well, I think it is fair but it 
is up to you if you want to disagree, That is all 


the industry got. I think it is a statement of fact 
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gua  looo, not think 1£ te. an adequate profit. 

COMMISSIONER KIDD: I am not disagreeing 
with you. 

MR. MAY: Well, that is my opinion. 

COMMISSIONER KIDD: I suppose in the indus- 
try you could take everything and by including every- 
thing you present something similar to Chis gibubyL am 
wondering if it is the yardstick that we should use 
in sizing up the industry. 

MR. MAY: Well py i <wouldvuse ft. As fi 
pata before, I think 1t is a proper Way to do it. 

COMMISSIONER KIDD: You say approximately 
one in three reports a loss every year. What hap- 
pens to these companies? 

MR, MAY: Well, they get busy and improve 
their management techniques, they get busy and im- 
prove the consumer acceptability of their product, 
they do something about it and get into the black 
sooner or later, or else the receiver comes in. 
Management steps in to try to correct the situation 
and it should be obvious that they cannot do it 
Simply by raising their prices. 

COMMISSIONER COUVRETTE: Have there been 
many bankruptcies in this industry? 

MR, MAY: It. 1s an. industry that has a 
high record of people going out of business, 

THE CHAIRMAN: What is the investment to 


get into a small bakery? You mentioned this 2600, 


a 32 aS een? 
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What capital would you need to get in? 

Mis. MAY: I would not know definitely but 
you could conceivably get in with an electric range; 
you could start that simply if you wanted to and then 
buy your mixers and so on, 

MR. ANGLIN: Some of those small people are 
the most profitable in the whole group. They have a 
clientele who like their goods and they come back, 

COMMISSIONER KIDD: On the profits since 
1947 you mention, how was that raised? Was it re- 
invested or money raised in the market? 

Mee MAY: Avgood partiof it wouldobesaretn= 
vestment of undistributed profits. This industry 
does not distribute its profits so over the war 
years particularly there would be an accumulation of 
undistributed profits, using up of reserves; some 
of them would be borrowed from banks, some of them 
in, stock. 

THE CHAIRMAN: I have a few questions I 
would like to ask and they are really related to the 
raw material side, particularly the price of wheat 
and flour, 

To bring you back to the table, I am thinking 
of this ten-year period particularly, starting with 
1947. The cost of materials in that year was 48.32, 
Now, actually in 1948, 1949 and 1950 this rose a 
little bit, the trend was upward in that period, and 


Since then it has turned down again. That is, from 
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50.9 it goes down to 46.12, and in 1956 it is a 
Little bit. up. Really what I want to get at is 
that I think these movements over this period are 
in fact to some extent related to raw material prices? 
MR. MAY: Liepe.s right. 
THE CHAIRMAN: Now, if you look at Table IV, 
taking first of all the total at the bottom, we 
notice that the high figure is at 1950, 50.90 per cent. 
These two groups of raw materials decline -- this 
is the same figure, really? 
MR. MAY: Vecieaw Lay 
THE CHAIRMAN: That is, it has dropped 
3.34 per cent. You bring out that there was one 
figure which goes up continuously and that is the 
packaging of the materials. If we take that out, 
that 1s other materials, that is other than packaging, it 
would decline from '50 to '56 from 44.87 to 39.60. 
That is a decline of 5.27 and this merely accentuates 
the raw material percentages if we take out packaging. 
Now, take the first four of them under Principal 
Agricultural Products, flour, lard, shortenings, 
butter, milk and other dairy products, eggs and 
egg products, and if you look at these from 1950 to 
1956 the percentage declines from 38.71 to 33.90. 
That is a decline of 6.03, so I am getting my de- 
cline up a bit by taking out certain things. In 
this case we look at flour and here again I think 


35 is high; 1950 hit a high point again; at least it 
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ts high and there has been a decline since then from 
Eois vom) AL0Y thet tsa Wedline OT 4762, 

Now, your discussion on page 7 Of. the 
argument, it seems to me, gives us sales values to 
quantities as if there was no Significant trend in 


the prices of these things, no price changes. 


ff aieals aa 


Ss 
’ es ¥ 


> 


d a wor) rat: ejocke acti dah a tid a 
a | ioe fa ati ae ‘ats re 


’ 


’ "ae ie 
Io ) sew po gee sbamiingtl 


Hil 
} , Lé ‘4 = nd 5 wf ant bien a ane te a wz a4 
eo?» : eae iL ti as 
F aid FBO LSE eee wie’ erans ” ones Belst up : 
7 ha 
n a 


win td), sted 43 eoottd 


‘ 


ee 


ANGUS, STONEHOUSE & CO. LTD. <a at 671 cat 
TORONTO, ONTARIO 


cent, and the bread price going up nearly 12 per tent. 
Now, on page 9 of the brief, the last sentence of the 
last but one paragraph you say "It is the further 
costs which have been constantly increased since the 
war which represent 80 per cent of all costs incurred 
in the industry -- that have been chiefly responsible 
for rising selling prices." 

In the light of the figures I have indicated 
for the raw material prices, and having in mind this 
period from 1950-56, would it not be correct to say 
"wholly responsible"? 

MR. MAY: "Entirely" would be the right 
word. 

THE CHAIRMAN: Not chiefly responsible. 

MR. MAY: That te riene. 

THE CHAIRMAN: Then on page 10 about the 
middle of the page, that paragraph beginning -- the 
sentence reads: "This condition appears to be un- 
related to prices for wheat and arises to some extent 
from highly competitive conditions within the milling 
industry for domestic flour volume," 

I have shown you during this period wheat 
prices have in fact fallen, and therefore is it not 
correct to say that the flour prices has been related 
to the falling of the wheut price. It is one of the 
factors that is responsible during this period. 

MR. MAY: Yes, but the question certainly on 


the basis of the figures you have given me, if that is 
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correct, of course, -- I am not a student of wheat 
and its market movements. You say wheat did 
decline in 1951 from $2 to $1.73. What is this 


$2-figure and this: $4.73. figure? Is, 1t. the. price that 
the miller pays, or is that the price someone 
received? 

THE CHAIRMAN: I am using the figures 
actually which were provided to us by the Alberta 
Wheat pool in its submission, and it is the domestic 
wheat price. Now, if these figures are wrong, then 
it is true that my argument does not stand up, but we 
will get the correct prices, and we will check these; 
but assuming that this is the domestic wheat price, 
then you would have to qualify your statement? 

MRe MAY seeThat is. right. 

THE CHAIRMAN: Again at the bottom of that 
paragraph on the page you say "Obviously the 15 index ppint 
flour price decline since 1952 arises entirely from 
factors other than the price of wheat.” This would 
not be correct. 

MR, MAY: These figures are reported from 
briefs that are correct figures. If they are not the 
correct figures on this statement obviously it would 
require an increase. 

THE CHAIRMAN: Mr. Dawson tells me those 
are Fort William prices. I think we know enough 


about it that there has been in fact a decline since 


— that period. However, we will check it. On the 
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assumption that this sort of change did occur, you 
would have to modify that. 

MR. MAY: Yes. 

THE CHAIRMAN: I think those are all the 
questions I have at the moment. 

COMMISSIONER DRUMMOND: Just one or two 
questions. You make considerable comment, Mr. May, 
and Mr. Anglin apparently feels definitely the same 
Sey, 00l, thecfact corrat: least tcf your viewpoint that 
there has not been a very pronounced downward trend 
in the per capita consumption of bread, 

MR, MAY: Well, we are talking commercially. 

COMMISSIONER DRUMMOND: Yes, that is the poin 
I wanted to make, Your figures hers on Table VI, 
pageiliserefer, “of course, tothe per capita consumption 
of commercial bread, 

MR. MAY: Yes. 

COMMISSIONER DRUMMOND: But what I was 
wondering is this; whether or not the period covered 
here, *fromi1925 ‘to’ the present, whether . during that 
period you would not agree there has been a very 
pronounced shift from home baking to the use of 
commercially produced bread, 

MR. MAY: I would think that is fair, 
yes. 

MR, ANGLIN: Until we bumped into this little 
bit of a recession. 


COMMISSIONER DRUMMOND: What has been the 
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experience since then? 

MR. ANGLIN: Every bakery in this Dart; 
I am sure it applies right across the country, is 
Peeling Lt quite definitely. 

As a matter of fact I was talking to the 
manager of Dominion Stores, It 1s an excellent store, 
He made this statement. His yeast sales were down 
D vO.) today,. as compared with last September, 

So far, all our wheat is Still being used 
commercially, but the rate is definitely down. 

Don't forget with this warm Spring sunshine, 
that trend will change, We hope to be back again, 

COMMISSIONER DRUMMOND: Somewhere in here you 
indicate that during the depression years of the thirti¢s, 
there was not any increase, or no decrease in the per 
capita consumption, Again that would be the commercially- 
produced product. 

MR. MAY: No. What I said was that the 
depression years did not increase the per capita con- 
Sumption of commercially baked bread. 

COMMISSIONER DRUMMOND: Would that not, in 
your opinion, tend to decrease it? 

MR. MAY: Yes, except there has been the 
argument that has been stated and re-stated so many 
times, that the Maritime people go back to eating more bread 
because it is a cheap food, That is not borne out in 
any of the studies that we have. Hard times do not 


seem to make people eat more bread, I think that is 
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what the table shows. 

COMMISSIONER DRUMMOND: In other words, 
the reason is if there is any drop in bread during 
the depression period, there may have been more home 


baking. The same thing may have obtained during these 


years, 

MR. ANGLIN: Definitely. 

MR. MAY: That is something we do not 
know enough about, What makes people eat bread? 


COMMISSIONER MacKICHAN: Would I be correct 
in reference if I said commercial bread is today a 


luxury item? 
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MR. ANGLIN: Not so much that, but go 
much that our territory is rural. 

MR. MAY: If you are speaking of quality, 
it deserves to be in the luxury class, 

COMMISSIONER MacKICHAN: If it has dropped 
off by the recession, it must be considered one of 
the first luxury items? 

MR. MAY: That is right. 

COMMISSIONER DRUMMOND: What I am really 
anxious to try and clear up here is this: You indicate 
Mr. May in the brief, that there is a fairly general 
feeling that the per capita consumption of bread 
has been and is likely to experience a downward 
trend, Now what I am wondering about is if you take 
into consideration, and if you add home baked products 
to the commercially baked products, in ordér to 
make the total production hold, you would still 
come to that same general conclusion? 

MR. MAY: I think the impression that I 
was trying to create is that it is not a hopeless 
Situation. You recall that your colleague on the 
Gordon Commission made some headlines out in 
Edmonton I think it was. It said we will not be 
eating any bread at all in 50 years. The bakers 
do not agree with that as being the case at all. 
Neither did Dr. MacKenzie, of course, 

The point I am making is that 1f everybody 


concerned with wheat, ever assuming they have got 
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a cactus market do not have to do anything to hold 
their market, the thing you are talking about would 
be accelerated, but if the wheat growers and those: 
connected with the marketing of wheat products 
decided they could do something to influence the 
public chances are this downward trend could be 
Slowed down. 

MR. ANGLIN: My strong view is the human 
bread basket is just so big, end we have 300 times 
the articles in the grocery shelves which are very 
tempting, and I still say the answer is the quality 
of the baker's loaf. I think the quality in 
Kastern Canada, with all due Peapect, 16  topet.n 


Canada, and I say definitely our sales have not 


W W 


come down, When I say “our" I mean all our com- 
petition have tried, and they do pride themselves 
on the quality of the loaf they are making in 
Eastern Canada. 

COMMISSIONER DRUMMOND: My thought there is 
Simply this. You say your sales have not gone 
down. Would not that possibly be due to the 
fact that there has been a discontinuance of this 
shift to home baking? 

MR. ANGLIN: And still more to get,and we are 
still baking and we will keep on. 

COMMISSIONER COUVRETTE: Well according 


to that conclusion of higher per capita consumption 


during the depression years, do I understand right 
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right that these figures seem to infer that the con- 
sumption was a little higher during the depression 
years? 

MR. MAY: No, it went down. It hada tendency 
to go down. 

MR. ANGLIN: Commercial bread goes down, 
but home baking goes up. The same bread is eaten, 
but it is not ours unfortunately. 

COMMISSTONER DRUMMOND: You mentioned a 
very significant statement it seems to me on page 12, 


the second last paragraph: 


"The highest per capita consumption 
was achieved towards the end of and im- 
mediately subsequent to World War II, a 
time of unual prosperity." 

The fact that it was a period of unusual 
prosperity, might that not have made it financially 
possible for a lot of people to speed up this shift 
we are speaking of? Was there not also a period of 
physical activity where that was required? 

MR. ANGLIN: A lot of wives were working, 
that is right. They did not have time to bake any 
bread. 

COMMISSIONER DRUMMOND: That is right. It 
was a period when physical exercise was abnormal and 
you required it perhaps for loss of energy. 


MR. ANGLIN: Two pay envelopes coming in coul 
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afford to buy a loaf. 

COMMISSIONER DRUMMOND: The other point 
that I really wanted to speak of is your statement 
relating to packaging to the possibility of expanding 
sales of bread and therefore of wheat. My general 
feeling and I would like to get your reaction to 
it you state in your conclusions, bottom of page 
Ou: 

"Wwe offer no opinion as to whether 

this increase in price spread is either 
unwarranted or undesirable. Some of it -- 
particularly increased packaging costs -- 
have probably increased markets and there- 
fore total consumption of farm products." 

You say elsewhere also that you have a 
very attractive package that is likely to add to 
your sales, and you naturally will use it for that 
purpose. 

What I am wondering about is whether people 
are not going to eat more bread just because it is 
attractively packaged. It seems to me they are 
likely to eat more of one particular baker's bread 
rather than another, rather than bread in general. 

MR. ANGLIN: I think what Arthur meant is 


including related products. For example, we 


| heerd this morning of sliced rolls which we haven't 


had before attractively packaged, with recipes 


on the back, how these can be used, different methods 
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different sandwiches; youngsters come in after 
school and eat bread. But it is so much bread alone. 

MR. MAY: This conclusion is based on the 
reference I made to the soda biscuits. Now I assume, 
fayoe sl can't prove it, in faet I. can't, that we 
eat a lot more soda biscuits in our house because 
they are always fresh, than we would if they were 
damp and soggy. Therefore I assume, and it is a 
highly refined package, the soda biscuit has three 
or four in a wax wrapper, and the biscuits are always 
fresh on the table, and I think you probably use 
more of them, I think the sale of soda biscuits 
has multiplied because of the refinement of the pack- 
age. That is the point I am .nmaking there. Now 
that is not true of all packaging. There are a 
lot of packages that are purely to attract the con- 
sumer to buy in preference to another brand of the 
same product, and this contributes nothing to the 
farmer, &t least I don't think it does unless it 
does have the benefit of overall consumption of 
products. 

COMMISSIONER DRUMMOND: So your view is 
that improvement in packaging has definitely 
added to the total consumption of bakery products 
generally? 

MR. MAY: Some bakery products. 


COMMISSIONER PRUMMOND: Yes. 
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MR. MAY: Not all the same bakery products. 

COMMISSIONER DRUMMOND: Regardless of who 
actually produced them; it is not just one particular 
competitor or producers. 

MR, ANGLIN: Under our New Brunswick 
Provincial Health law, we must wrap every product. 
For a slight fraction of extra cost why shouldn't 
the package be attractive, if we have to do it anyway, 
and bear the expense, but I would say every loaf in 
our competition is wrapped in the best interest of 
the customer, rollsand everything else. Some may be 
a bit more attractive, but I think they are all on 
par. 

COMMISSIONER DRUMMOND: There was a point 
on the recent statement which was to the effect that 
superior wrapping or more attractive wrapping 
resulted in the purchase of the product wrapped in 
this more attractive package rather than the product 
in some less attractive package. 

MR. ANGLIN: We think the good housewife 
is an awfully busy individual.wWhether she steps into 
the independent store or the supermarket she spends 
just about 42 seconds at the bakery department. The 
baker, any baker,likes to have an attractive eye- 
appealing package with the result they are all 
attractive, and may very well tend to increase the 


Overall use of the product. 


MR. MAY: There are some instances where 
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packaging itself, as I say with the soda biscuits, 

is very good, but there is nothing we can do about 

nn The answer is psychological. We reachs 

towards the attractive package, That is why a pretty 
girl does not have any trouble having dates. If you 
are going to take a girl out you might as well take 

a good looking girl out, so we reach for an attractive 
package, 

COMMISSIONER DRUMMOND: The thing is 
are there more girls taken out altogether? 

MR. MAY: I don't know. 

COMMISSIONER DRUMMOND: I don't think I 
want to pursue that any further. I will leave that 
to my lady colleague. I hope you got the significance 
of that question, because what I was really driving 
at is to see if you can successfully contend that 
this attractive package can and does in fact result 
in increased consumption of the product. Then 
it seems to me to be consistent, you have to say -- 
somebody has to say, that this improvement in 
packaging of food in general has also resulted in 
increased consumption of foods in general. 

MR. ANGLIN: It would. 

COMMISSIONER BRUMMOND: Which would be 
equivalent to saying there is no such thing as a 
limitation in the human stomach, would it not? 

MR. ANGLIN: No, we are talking about 


commercial bread as opposed to the one baked in our 
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home. If you are packaging it attractively enough 


it will help you get around the commercial bottle. 
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MR. MAY: I think when you move into 
Toronto and Montreal that you will have some packa- 
ger men come forward who probably will tell you 
about advertising and that we would all be living 
like the Eskimo if it were not for the benefits of 
advertising. It must be some trick that the ad- 
vertising people have to raise our standards. 

THE CHAIRMAN: Wel?, the thought here is 
that packaging and advertising and so on are com- 
petitive which simply means one competitor wins at 
the expense of another, but it does not necessarily 
follow that the total consumption of a proguct as 
thereby increased. 

MR, MAY: I agree. 

THE CHAIRMAN: And if your argument that 
this packaging does increase the sale of wheat and 
thereby helps the farmer --- 

MR. MAY: Well, that is only in some in- 
stances. It is a qualified conclusion but I do 
think it happened with respect to soda biscuits. 

COMMISSIONER COUVRETTE: Just a few 
questions: you referred to "unit", What is a unit 
exactly? 

MR’, MAY: What is this? 

COMMISSIONER COUVRETTE: Well, units sold. 

MR. MAY: One unit, half a dozen dough- 
nuts or one cake. 


COMMISSIONER COUVRETTE: On page 20, the 
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second paragraph, you mention profits and taxes and 
then you add these three items. Which would be 
the third one? 

MR, MAY: i say first°?chat the’ tost or 
fuel and electricity is there and they add up to 7 
per cent -- 2 per cent profit, 2 per cent for taxes 
and 3 per cent for fuel and Slectricity. 

COMMISSIONER WALTON: And the last tax 
mentioned would be your municipal tax? 

MR. MAY: Yes, 

COMMISSIONER KIDD: Is there much varia- 
tion in the price of flour across the country? 

MR. MAY: Generally speaking in a given 
market the price spread would be the same as between 
competitors. If you are talking about bread, that 
is pricing in general stores, the price would be uni- 
COrm, If you are talking about bread delivered from 
door to door the price would be uniform from door to 
door, 

COMMISSIONER KIDD: But your costs in 
various parts of Canada would be different, lower 
wages in the Maritimes and more freight? 

MR. MAY: No, bread is not uniform in price 
across Canada but it is uniform in a given market. In 
Ottawa the price of bread would be uniform as in these 
various classes of sale. The question is very often 
asked, "Why is there no competition in the price of 


bread?" It just cannot-be, and the economists know 
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that. This question was asked at the last price in- 
quiry that we had in 1948 at the close of the wer, 
and bakers agreed to that question as to why bread 
was going to be 4 cents when subsidies were removed, 
when some people on the Wartime Prices and Trade Board 
expressed the opinion that 3 cents was enough. In 
that inquiry Dr. Ken Taylor was on the stand and he was 
asked the direct question, "Was there competition in 
the baking business?" and he said there was. He 
was asked if he thought it should be three or four 
cents and he said he thought it should be three 
cents but the bakers thought it should be four. 
Then, he said this, and I am quoting: 
"It 1s, of course, one of the paradoxes 
"of the competitive system that if you 
"have perfect competition you must have 
"uniform prices in the sense that prices 
"must settle down to a uniform level. hy 
"is an old economic doctrine that you can- 
"not have two prices for the same goods at 
"the same time in the same market if you 
"have perfect competition." 
COMMISSIONER KIDD: We could underline that 
last phrase. 
MR. MAY: How do you mean? 
COMMISSIONER KIDD: Well, the question is 
whether or not we have or have not got perfect com- 


petition’. 
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MR, MAY: Well, I think you have. ih 
de not think anything is perfect in this sense but I 
think you have a very vicious and severe competition 
in the bread business if bread goes up in price when 
costs are rising and when a man establishes himself 


in price leadership. 


COMMISSIONER DRUMM@®ND: There was one 
other question I was going to ask: you mentioned 
there has been a very complete shift from the horse 
and wagon to the truck in delivery and you also 
emphasize that the cest of delivering has greatly 
increased due to the increase in the price of your 
vehicle and gas and oil, and so on. What I am 
wondering is, what your industry feels with respect 
to the relative costs of the horse and wagon today 


versus the truck now in use? 


MR. ANGLIN: Speaking as a wholesaler 
I would need six horses to do what one truck and one 
man could’ do. 

CCMMISSTONER DRUMMOND: You say it 1s more 
economical to do it the present way? 

MR. ANGLIN: Quite. 

THE CHAIRMAN: Thank you very much, Mr. 
Anglin and Mr. May. We have appreciated your sub- 


mission greatly. We will adjourn now for lunch, 


---Whereupon the Commission adjourned. 
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===, Upon Tesuming st 2 tO am, 


SUBMISSION OF 
NEW BRUNSWICK FEDERATION OF AGRICULTURE 


Appearances: 
me. ULove Sloat President, Fruit and Poultry 


Mr. Gus.A.Schousboe Vice-President, 
Cream Producers, Livestock 


Mr. Archie Strong Director, Potato Industry 
Mr. Allan Lockhart Manager, New Frunswick Milk Producers 
Milk Trade 
THE CHAIRMAN: The brief of the New Frunswick Feder- 
ation of Agriculture will be marked at Exhibit No. 36. 
EXHIFIT NO, 36: Frief submitted by the Ne 
Frunswick Federation of Agri- 
culture. 
THE CHAIRMAN: We will now receive the 
brief from the New Frunswick Federation of Agriculture 
to be presented by Mr. Lloyd Sloat, who is President 
of the Federation. He is supported by Mr. Schousboe, 
Vice-President, Mr. Strong, Director and representing 
the potato industry and Mr. Lockhart, manager of 
the New Erunswick Milk Producers. 
We are very grateful tu you, Mr. Sloat, 
for preparing this brief and coming forward with 
your colleagues to present it this afternoon, 
We would like to have you read it into the record 
now, if you would, and after that we may have some questiqns 
to ask you. 


MR. SLOAT: Mr. Chairman of the Royal 


Commission, ladies and gentlemen. 
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On behalf of the farmers of New Prunswick 
which this delegation represents, we wish to express 
our appreciation to this Commission for the opportunity 
to focus attention on the spread between prices paid 
by consumers for various foodstuffs and those received 
by producers for these same goods. 

We do not have the facilities to investigate 
in detail how this svread is distributed, but we co 
hope that the information gathered in our study may 
serve as a starting point in determining the cause 
of this spread between producer and consumer prices; 
also that it may help dispel the impression shared 
by too many town and city consumers that producers 
are responsible for the constant increase in the 
cost of living, particularly as regards food prices, 

With this in view we have limited our study 
to agricultural commodities produced in our province, 
as we feel sure that other staples will be dealt 
with more adequately by the people directly concerned 
with their production and marketing. 

Before going into any detail, we would like 
to draw attention to the following tables from the 
June, 1957 issue of the Economic Annalist. Table I - 
Index of retail food prices, farm prices, marketing 
margins of agricultural commodities 1949-1956 
(1949 - 100). 

Do you gentlemen want me to read this 
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THE CHAIRMAN: No. I think if you will just 
refer to the data that the table contains and point 
out anything to which you want to give emphasis, we 
will see it is recorded. 

MR. SLOAT: Table I, Index of Retail Food 
Prices, Farm Prices, Marketing Margins of Agricultural 


Commodities, 1949-56. 1949 is 100. 


Retail Farm Share 
year Food Farm Prices Marketing of retail 

Prices Margins Cost 
1950 Pe LOL LOS Se 98.9 
1951 115.6 115.4 tN ie a 100, 4 
L562 we 118.6 Le (onl 94.6 
1953 BUR Us see Len L264 92.6 
1954 DL Ores ae 126,2 90.9 
1955 BM ORES OTe 124.5 91.4 
1956 avers ls 96.8 1297.[ 88.0 


In our next table the commodity table the 


farm share 1949-56: 
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Table I shows that while retail food prices 
have increased by 12.1 per cent since 1949, the farmer's 
share of the retail food prices declined 12 per cent 
and that farm prices in the same period declined 3.2 
per cent. In the same feriod, marketing margins 
have increased 26.5 per cent. 

Table II shows that since 1949, the farmer's 
share of the consumer's dollar has decreased in all 
commodities except butter, cheese, canned corn and 
canned peas. 

It needs hardly be added that the farmer 
has not benefited from the increases in retail prices 
of foodstuffs which we have experienced in recent 
years, and particularly since. 1951. 

The above tables give Canadian averages 
and end with the year 1956, the last year for which 
final figures are available. 

In an endeavour to discover how closely 
these approximated New Brunswick conditions, a survey 
was uaudertaken to determine existing price spreads 
in the major New Brunswick agricultural products. 

The information for this survey was gathered 

during the period March 10 to 29, 1958. Centers visited 
to obtain information on retail prices included 
Fredericton, Saint John, St. Stephen, Sussex and 
Moncton. Information on frices to the producers 

were based on prices paid by abattoirs for rail graded 


livestock; creameries, dairies, and cheese factories 
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Product 


Pork 


Beef 

Milk 

Fluid Cream 

Butter 

Cheddar cheese 
Eggs 

Poultry, Fowl 
Poultry, Broilers 
Potatoes, Montreal 
Potatoes, Montreal 
Potatoes, Montreal 
Potatoes, Local 
Potatoes, Local 
Potatoes, Local 
Apples 

Cabbage 

Carrots 

Turnips 
Strawberries 


TABLE III 


Farmer's Share of 
Retail Cost 


52.8% 


59.3% 
56 8% 
61.3% 
76 6% 
37 .2% 
Th 7% 
57% 
63.7% 
65 .8% 
U7 2% 
he 4% 
64 6%, 
58.1% 
UT 2% 
hh bg 
29 .2% 
30.5% 
25.1% 
52 5% 


- 1€94 - 


Comments 


Based on trimmed cuts fresh 
an# cured 

Blue Brand, standard cuts 

B sed on price of Quarts only 

Based on price of Quarts only 

One-pound package 

All sizes of packages 

Grade A large in cartons 

Oven ready A Grade 

Oven ready A Grade 

Based on 75-lb. bag 

Based on 15-l1b. bag 

Based on 10-lb. bag 

Based on 75-1b. bag 

Based on 15-lb. bag 

Based on 10-lb. bag 

Based on 5-l1b. bag 

Loose Pack 

Packaged 

Loose Pack 

1 Qt. box 
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It will be noted that the share of the con- 
sumer's dollar received by the producer is quite 
close to that shown in Table II for the year 1956, 


showing a slight increase in nearly all staples with 


the possible exception of butter. 


This, we feel, can be explained by the 
fact that the above survey was carried out in a period 
where retail prices in nearly all commodities were 
slightly above average and tending to rise. In such 
periods, it is generally known that the producer's 
share of the consumer's dollar tends to increase, 
whereas the reverse happens in the case of a falling 
market. 

This statement is borne out by the following 
comparisons on shipments of New Brunswick potatoes 


to Montreal. 
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TABLE IV 
Jan. 2, 1958 N.E. Dealers price to producer 
per barrel of 165 pounds $1.65 
Equivalent to per 50 pounds pee) 8) 


Price Montreal wholesale to re- 
1431750. 1by bag 99 


Merienes” LOSG Producers share of wholesale 
price 50 per cent 


March 7, 1958 N. B. Dealers price to producer 
per barrel of 165 pounds 3.50 


Equivalent to per 50 pounds 1.06 


Price Montreal wholesale to re- 
tail 50-lb. bag a PS 8 


Producers share of wholesale 
price 7O per cent 


This table shows the producer's share of the 
Montreal wholesale price to be 50 per cent when the 
price to Montreal retailers was 2 cents per pound and 
7O per cent when the price reached 3 cents per pound. 
It would therefore, seem reasonable to assume 
that: 
(a) Figures given in Table III are reason- 
ably accurate; 
(b) The producer share of the consumer's 
dollar is about the same in New Prunswick as 
the average for Canada. 
While the purpose of this brief is primarily 
to draw attention to the spread in prices from producer 
to consumer, some conclusions became apparent in the 


course of the surveys undertaken and are summarized 


- 


OINVLINO ‘OLNOWOL 
‘Git ‘OD ® ASNOHANOLS 'SNONV 


ANGUS, STONRHOUBE & co. LTD, 
hereuncer: 

he Transportation costs have a significant 
influence on the percentage returns to producers, 

and become serious in low price market cycles. Thus, 
in the study of potato marketing mentioned daca. 

when the price to retailers was 2 cents per pound, 
transportation costs were approximately 43.5 per 

cent of the price to producers, whereas this decreased 
to 22.3 per cent when the price to retailers reached 
Scents per. pound. 

eX The packaging of agricultural products for 
retailing, whether by producers themselves or by the 
merchandising agencies, is another important cause 

for the widening spread between what the producer 

gets and what the consumer pays. 

(a) The figures quoted above on potato 
marketing (Table IV) applied to sales in 50- 
pound bags. When potatoes were retailed in 
10-pound bags, wholesale prices to retailer 
were 2.4 cents and 3,8 cents per pound res- 
pectively and the producer's share was 41.6 
oy cent and 55.7 per cent compared to 50 
per cent and 70 per cent in 50-pound bags. 

(b) Our survey indicates that the cost 
of packaging, storing and marketing of 5- 
pound poly bags of apples ranges from 20 to 
25 cents per bag. 


ae In the initial stages of pre-packaging, 
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premium prices were paid for high quality products. 

At the present time, retail prices of most agricultural 
products are established on the basis of the consumer 
package. In other words, local retail prices for 

most agricultural products, aze the same whether 

these foods are pre-packaged or not. 

In closing, may we again thank the Commission 
for this opportunity of presenting our views and 
express the hope that the information we have sub- 
mitted may be of some value. 

THE CHAIRMAN: I think Professor Drummond 
would like to ask you some questions. 

MR. SLOAT: May I answer them? 

COMMISSIONER DRUMMOND: Mr. Sloat, it seems 
to me from the wording in your brief that you are 
particularly concerned about the fact that the 
farmers! share of the consumers! dollar has been 
decreasing? 

MR. SLOAT: That is true. 

COMMISSIONER DRUMMOND: Do you see any 
real difference betweon the fact that the percentage 
of the consumers! dollar is decreasing and the fact 
that the width of the marketing spread is getting 
greater? 

MR. SLOAT: No, I just don't get your 
point. 

COMMISSIONER DRUMMOND: Well, the difference 


between the price that the producer gets and the 
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price that the consumer pays, that is the marketing 
spread, That is the thing with which this Commission 
is mainly concerned. 

MR. SLOAT: Yes. 

COMMISSIONER DRUMMOND: Now, it seems to me 
that your brief is not putting nearly so much 
emphasis on that fact, the fact of that difference be- 
tween these two prices, as far as it is wide, not so 
much as you are on the fact that the farmer is getting 
@a smaller share of the consumers! dollar. Do you 
think there is any tendency to think that these are 


one and the same thing? 
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MR. SLOAT: Well the thing that we are 
attempting to point out is that this spread exists, 
and yet not in the farmer's favour has the spread 
existed. 

COMMISSIONER BRUMMOND: Perhaps I could 
make it clear this way. Supposing there was -- you 
do point out here that there has been a drop in the 
price at the farmer end, If there is no change in 
the price at the consumer end, then of course you would 
have an increase in the width of the spread wouldn't 
you? 

MR. SLOAT: I suppose. 

COMMISSIONER DRUMMOND: You would also have 
a smaller--the farmer would also get a smaller fraction 
Gf Ghée Lina: priec,’) retabl’ price, Can you think of 
any situation in which you as a farmer would get a 
smaller fraction of the retail price without the width 
of the spread at the same time being greater? 

MR. SLOAT: Well I wouldn't know how to 
answer that. 

COMMISSIONER DRUMMOND: I think that is the 
question I wanted to ask. Well now, there is one 
statement here, there are two statements I tried to 
reconcile in the middle of page 2, in that short 
paragraph there where you say: "It need hardly be 
added that the farmer has not tenefitted from the 
increases in retail prices of food stuffs which we 


have experienced in recent years, and particularly 
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since 1951." Now that is one statement, and then 
urning over to page 3, down near the bottom, where you 
talk about the survey which you tried out, you say: 
",.. in a period where retail prices in nearly all 
commodities were slightly above average and tending 

to rise. In such periods, it is generally known that 
the producer's share of the consumer's dollar tends to 
increase." Now that last statement seems to be a 

bit inconsistent with the one on page 2. 

MR. SLOAT: Well possibly so. 

COMMISSIONER DRUMMOND: You see, in one case 
you are suggesting that the farmer does not benefit 
when there is a rise in retail prices, and the other 
case -- 

MR. SLOAT: I don't mean that. That is not 
what is meant there. "Tt need hardly be added that 
the farmer has not benefitted from the increases in 
retail prices of food stuffs which we have experienced 
in recent years, and particularly since 1951." 

Well, I would point out this one thing. When 
milk went up to the consumer 2 cents a quart, the 
producer received two-thirds of a cent. The spread 
became greater, and that is the way that we find 
most of the foods and commodities. 

THE CHAIRMAN: Every time that the price -- 
Tie retail price goes up == 


MR. SLOAT: It doesn't go up in accordance 


with the producer. 
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COMMISSIONER DRUMMOND: That is the point 
you see, 

MR. SLOAT: But while we are here:On a rising 
market, you see the table shows that the producer 
there--the Montreal price amounted to 50 
when the price to Montreal retailers was two cents 
per pound, and 70 cents when the price was 3 cents 
& pound. 

COMMISSIONER DRUMMOND: But am I correct 
in concluding here--it seemed to me,you see,on your 
first page you are suggesting that the farmer does 
not benefit when the retail price goes up. You mentione 
Cie case of milk prices. You do not benefit as much 
as the spread, but over on the next page -- 

MR. SLOAT: Excuse me, this example of 
potatoes is in a market that is fluctuating. You 
see, the farmer did benefit when the price went up 
to say a reasonable price he should be getting. These 
prices for potatoes at 3 cents a pound -- well we 
ao, pDenenic there. There is no mistake about that. 
I think our brief explains that here some place. 

COMMISSIONER DRUMMOND: I just wanted to 
get clear as to just what you meant there. You see 
it just seemed to me in one pléce you were suggesting 
the farmer did not gain when the price went up, and 
the other case that he was gaining. 

THE CHAIRMAN: Bo the potatoes normally » 


vary as greatly between January and March of the 
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the year as in this case? 

MR. SLOAT: It did this year. 

THE CHAIRMAN: Does this usually happen 
at this time? 

MR. SLOAT: No. 

COMMISSION£R DRUMMOND: A very interesting 
point is brought out here in your table No. III on page 3). 
It says the effect of selling products in smaller 
containers--you point out here that when you sell 
your potatoes in 75-pound bags the farmer's share is 
higher than when you are selling them in 15 or 10- 
pound bags. 

Dine WLOATA® Yes. 

COMMISSIONER DRUMMOND: I suppose your Table 
IV, is that illustrated in the bottom of page 4? 

MR. SLOA?T: Well the illustration here on 
apples, our survey indicated that the cost of packaging, 
storing, marketing of 5,000 poly bags of apples ranged 
from 20 to 25 cents. 

COMMISSIONER DRUMMOND: In the paragraph 
just before this, it seems to be pretty well explained. 

MRT SLOAT: » Yes, At is, 

COMMISSIONER DRUMMOND: "When potatoes were 
retailed in 10-pound bags, wholesale prices to 
retailers were 2.4 cents, and 3.8 cents per pound 
respectively, and the producer's share was 41.6 per 
cent, and 55.7 per cent compared to 50 per cent and 


70 per cent in 50-pound bags." Is there anything 
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you would like to add as to why the farmer's share 
gets smaller when the size of the container gets 


smaller? 


MR. SLOAT: Well the cost of packing. 


MR. STRONG: Maybe I can answer that question. 


You see here the potatoes cost in the 75 and 50-pound 
bags, are delivered to the producer and invariably 
they are always put into probably as low as 5- 

pound bags. Well, that doesn't figure at our end of 
ae. There are very few consumers buy 75 or 50- 
pound bags, so that is why that shows because we 
don't have the price of those bags at those 10-pound 
bag costs. On a car we will say of 50-pound bags 
from when it leaves here until it gets there will 

be $319, but if we put that up in 10-pound bags it 
would be $425. 

COMMISSIONER DRUMMOND: Somebody has to 
put that up in 10-pound bags? 

MUSISTRONG 3 Barer 

COMMISSIONER DRUMMOND: And the difference 
between the two figures you have just quoted will be 
the extra spread? 

MR. STRONG: That is right. 

COMMISSIONER DRUMMOND: And it is because 
of that extra spread, that extra service of putting 
it up in smaller containers that you as a producer 
get a smaller fraction of the retail price? 


MR. STRONG: That is right. That is why 
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that table shows that, because you have that extra 
$106 there that is in services or value of whatever 
type it is. 

COMMISSIONER DRUMMOND: On the (b) part 
there where you speak about the cost of packaging, 
storing and marketing of 5-pound poly bags of apples 
Pencing trom 20. to 25 “cents per bag, 1. struck me 
that the cost of doing those things, I don't know too 
much about this particular problem, but I wondered 
if you could by any means sort of give us the breakdown, 
if you combined the cost of packaging, storing and 
marketing, how much of that 20 to 25 cents a pound 
would be due to packaging as distinct from storing, 
and distinct from marketing? Any idea? 

MR. STRONG: We don't have the figures on 
that right off. There is nobody here. We had a 
man from the Department we thought was going to show 
Wp that mient tell*us that, but he hasn't come in. 

COMMISSIONER DRUMMOND: I suppose the story 
is that would include ordinary storage or would that 
include cold storage? 


MR. SLOAT: We have some cold storage, 


COMMISSIONER DRUMMOND: And what all would 
be included under the word "marketing" there? 

MR. SLOAT: Well the sale of it, shipping 
and so on. 


MR. E.M. TAYLOR: Those 5-pound bags are 
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re-packed in plastic containers. 

COMMISSIONER DRUMMOND: They are all re- 
packed? 

MR. TAYLOR: In plastic containers. They 
don't go to narket in 5-pound bags. 

COMMISSIONER DRUMMOND: The cost of doing 
that would be partly responsible? 

MR. TAYLOR: That is right. 

COMMISSIONER DRUMMOND: In the middle of 
page 4, among your summary conclusions here, you 
stress the significance of transportation costs. 
Consequently, if the price goes down the percentage that 
you get of the retail price goes down, is that right? 

Mia oLRONG? Wouldn't that be right? 

MR. SLOAT: That would be right. Forty-five 
cents a hundred for potatoes whether they are selling 


at a dollar a bag or at $5 a bag. 
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COMMISSIONER DRUMMOND: The point we 
are trying to stress is the rigidity or fixity of 
the transportation costs in the whole marketing pro- 
gram. Are there any other costs that you feel are 
equally fixed or rigid as well as transportation? 

MR. SLOAT: Well, labour is fixed, 

MR. STRONG: New containers, they do not 
fluctuate but very little from year to year. 

COMMISSIONER DRUMMOND: What about your 
commission rates? 

MR. STRONG: They are the same year to 
year, going up every year more, 

COMMISSIONER DRUMMOND: What we are trying 
to get here is as complete as possible an account 
of the changing marketing costs, various items thet 
enter into this whole marketing undertaking. I was 
wondering if you knew any other things that have been 
changing, going up in price so as to account for the 
increase. 

MR. SLOAT: Well, labour, there is a 
great deal of hand labour comes into the picture, 
and that is one thing. Although the price of 
storing and marketing and packaging is another. 

MR. STRONG: What concerns us potato growers 
more or less is something that probably you will find 
out when you go to Montreal or some place like that, 
because we do not know. I have the Government 


Market Report here that I get and here is one dated 
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the 17th; 50-pound bags are quoted at $1.45 to $1.60, 
that is the price from the wholesaler to the retailer. 
On that same day I sold potatoes for $1.32, they 
quote them at $1.45 to take the lower figure. The 
ten's are quotcd at 35 to 37, and they were paying 
us 30 for them. You go down to last Thursday's 
report and they are still quoting at 40 to 45 in 
Montreal, and I sold that day for $1.05. There is 
no diiference in the Government's statistics here 
from the wholesale to the retail from the 17th to 
the 24th, and then you come back to the 23rd -- I 
have these wrong -- the @3rd I sold for $1.05 cents, 
and the 24th I sold for $1, and they are still quoting 
the same, the 10's are still quoted 34 to 46, and 
all you can get on the Montreal market is 43. There 
ig an awful spread, and that is right in today's 
editions. 

COMMISSIONER DRUMMOND: I will have to get 
wa. I have just one other question, and it is a 
very general question: In view of the fact that 
you have stressed in here the fact that the farmer 
has been getting a smaller share of the consumer 
dollar, as we call it, what would you think of the 
suggestion or the claim that the farmer is interested 
not nearly so much in the width of the spread or 
in the share of the consumer's dollar which he 
zets as he is in the amount which he is able to 


sell, and therefore the total numter of dollars he 
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is able to get? 

MR. SLOAT: In other words, you are just 
saying that the man who is producing the volume is 
in a better position than a man who works in a smaller 
way? 

COMMISSIONER DRUMMOND: Yes; puc ait this 
way: Supposing you have to sell at a lower price, 
if by doing certain things which result in widening 
the spread you are thereby able to sell more bags of 
potatoes or more units of whatever product you like, 
even if you have to sell them at a lower percentage 
of the retail price, if you were able to*sell more 
of them, your total receipts would thereby be increased 
Some people make the claim that that is really the 
thing that we should be interested in more than we 
should be interested in the actual width of the 
spread, and I just wanted your reaction to that. 

MR. SLOAT: I see your point. 

MR. STRONG: But if you are going to sell 
more, is it not going to cost you more to produce 
that? 

COMMISSIONER DRUMMOND: On a unit basis, 
you mean? 

MR. STRONG: Yes, it would be like the 
Jewish fellow that said he sold at less than cost, 
but he sold so much he made it pay. 

COMMISSIONER DRUMMOND: I suppose you would 


have to assume that whatever amount you sold you 
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would be making at least a little? 

MR. STRONG: Yes, or you would be going 
under. 

COMMISSIONER DRUMMOND: If you made that 
assumption you will make some profit margin on every 
unit, and if you were able to sell more units, your 
total profit would naturally increase. What I am 
trying to get at is the general reaction to this 
claim that farmers sometimes put too much stress on 
the fact that they are getting too small a percentage 
of the retail price, I am not saying whether it is 


finG or wrong, but Ll just want your resetion. 
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MR. SLOAT: I can see your point all right. 


Just like the fellow says, if you are only raising a 
dozen pigs you are not making much money. Lecyou 
are raising them by the hundred why you can make a 
ehen Mae Now if anybody listens to the television 
"Country Calender", we have here in the Maritimes, 
yesterday the poultrymen were on. A fellow with 
ten or fifteen thousand hens, if they make a quarter 
of a cent: corsa Lraction of auxcenteltelis not too bad: 

COMMISSIONER DRUMMOND: Well, just let 
me change this slightly. 

MR, SLOAT: The fellow who has only got 
one hundred hens trying to live on them, well, he is 
OuLe thateisvall, 

COMMISSIONER DRUMMOND: Let me put 
this in a very concrete way and discuss the general 
pointe of it. You mentioned here the fact that 
you are selling potatoes more and more in ten-pound 
bags rather than 75-pound bags. Do you, as potato 
growers, feel that selling them in the smaller con- 
tainers has resulted in the sale of more potatoes? 

MR, SLOAT: Mr. Strong will have to 
answer that. I don't grow potatoes. 

MR. STRONG: I must say as far as New 
Brunswick is concerned, yes, simply because our 
competitors, Prince Edward Island, do not like to 
put them in ten-pound bags. They would sooner 


sell 75, so we are almost forced to put our potatoes 
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in tens because they put them in the 75-pound bags. 

COMMISSIONER DRUMMOND: You do not 
undertake any special advertising here in connec- 
tion with the sale of your potatoes, do you? 

MR, STRONG: No, but that is what we are 
trying to do. 

COMMISSIONER DRUMMOND: Do you really 
feel that would result in an expansion of sales? 

MR. STRONG: I believe so. 

COMMISSIONER DRUMMOND: The cost.of the 
advertising would add to the spread, would it not? 

MR. STRONG: No, I can't feel that way. 
Peonvavly 1 am out of, line. We are undertaking now 
to start an organization whereby we tax the farmers 
so much a barrel for promotional and advertising 
purposes. We are in the initial stages of 
setting up something about that. 

COMMISSIONER DRUMMOND: The whole pur- 
pose of that would be --- 

MR. STRONG: Promotion and advertising. 

COMMISSIONER DRUMMOND: Selling more 
products? 

MR, STRONG: Yes. 

COMMISSIONER DRUMMOND: You feel that 
whatever that costs, whether it is out of your 
pocket or someone else's pocket, it will be more 
than repaid through extra sales? 


MR, STRONG: Well, we hope so. 
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COMMISSIONER DRUMMOND: That is the whole 
idea? 

MR. STRONG: That is the idea. 

COMMISSIONER DRUMMOND: You see, that is 
a concrete application on this general thought I 
mentioned a minute ago. I notice here that you 
have Mc. Lockhart representing your milk producers. 
I wondered if you would have any comment in respect 
to the existing width of spread in connection with 
the marketing of either whole milk or any dairy pro- 
ducts in the province? 

MR. LOCKHART: Mr. Chairman, I consulted 
with the president of the New Brunswick Milk Pro- 
ducers before leaving for this meeting today. He 
was unable to attend. He sent his regrets that he 
was not able to do so, but actually he said that as 
@ producer he felt that the producer price was satis- 
factory at the present time; that is the provincial 
price in effect here in this province. 

There were some minor details in connec- 
tion with the milk business that he had in mind, but 
apparently they would not be in order for the Com- 
mission here such as this, so actually there were no 
extreme cases of protest in the way of price spreads 
and so on, producer prices, that he knew of at that 
time. 

COMMISSIONER DRUMMOND: You do not have 


any suggestions as to whether it might be possible to 
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narrow the spreadsin any way or do you think they 
are reasonably satisfactory as they are? 

MR, LOCKHART: Well, in our experience, 
and meeting with the Dairy Products Commission -- 
I think you are familiar with the set-up -- pro- 
vincial milk board and so on, the milk control 
boards, we have been fairly well convinced by the 
commission and the dealers themselves that in order 
to make a living wage so they can keep their busi- 
ness solvent they must have their present marketing 
mark-up on the product. 

For that reason there has been a feeling 
-~- and the president of the Federation touched on it 
a while ago -- that has drawn some protest from pro- 
ducers in the past. I do not believe the consumers 
are conscious of it but the fact is, when milk prices 
do increase the retailer's share of the dollar -- the 
consumer's dollar -- actually increases more than the 
producer ts. 

We have this situation, or we have had 
in this province, therefore we are not protesting 
this point -- in that actually our dealers were 
drawing off a less spread per unit, per bottle of 
milk delivered, than almost any other part of Canada. 
We were convinced of that fact so we have not pro- 
tested and we are not protesting it at this point. 

COMMISSIONER DRUMMOND: In connection 


with prices for whole milk, I have forgotten whether 
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you still fix the price at the retail end as well as 
at the producer's end? 

MR. LOCKHART: In effect the Dairy Pro- 
ducts Commission in this province sets a floor price. 
The dealer is at liberty, or the retailer is at liberty 
to charge as much or the dealer as much, but he cannot 
charge any less. That is the effect of this price. 

COMMISSIONER DRUMMOND: You do have 
several regional divisions now within the province, 
do you? 

MR. LOCKHART: Each market -- we call 
them markets for convenience -- that is this city, 
Saint John, Moncton and so forth, is treated as a 


market by the Dairy Products Commission and orders 


and regulations are issued to apply to that particular 


market. 

COMMISSIONER DRUMMOND: Yes. 

MR. LOCKHART: The price does differ some- 
what to the producer and to the consumer. Approxi- 


mately from a cent point of view it does vary. 
COMMISSIONER DRUMMOND: Do you have any 

differentiation in price between prices charged at 

the store for milk and the price charged at the door? 
MR. LOCKHART: Yes, there is a difference. 

One is bulk delivery or a wholesale outlet. The 

other is retail. There is a difference. I would 

rather someone here in the back supplied the exact 


figures. 
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COMMISSIONER DRUMMOND: We can get that. 

MR. LOCKHART; Yes. There is a margin 
of profit, or at least a reduction in price, for say 
the storekeeper or institution who is ordering in 
bulk quantities of bottled milk. 

COMMISSIONER DRUMMOND: There has not 
been any real move towards selling in larger quan- 
tities or large containers down here? 

MR. LOCKHART: No indication of it yet, 
Boe Ooreno calleforrtts 

COMMISSIONER DRUMMOND: Is milk delivered 
five days a week? 

MR. LOCKHART: Yes'. 

COMMISSIONER DRUMMOND: That- 2s ail, Mr, 
Chairman, 

COMMISSIONER WALTON: I was just wonder- 
ine iti peould have tclarifieation on!'No. Ss, page 2, 
where you say: 

"In the initial stages of pre-packaging, 

"premium prices were paid for high 

"quality products. At the present .- 

"time retail prices of agricultural pro- 

"duets are established on the basis of 

"the consumer package. In other words, 

"local retail prices for most agricul- 

"tural products are the same whether the 

"foods are pre-packaged or not." 


It was indicated, I think, that packaging does add to 


chemin Vege? <a sleaionia set 


> a 
iy) Z 


| aL 
| 2 pIOe-aEe ioe htt h at ‘vad at a 
v4 hE erg’ | ties oa 1S OR 
Ackeorepebe si una red ae ie - ie 
Ree ‘STHIGA oa ‘i d% 
Bey ida ind sper. MP Cetin hom adanvinaD. | Vie 


stad) anew 2 aa aa LeeTNOT vA 


a) ' af 7 
‘ co pa a Be ee = aks a Ee oa 
woSken, 6. poll ao Weeraie lr Gv eis Tae Bor 


pe 


‘WWae pay. ore 
oy a | ar 2 = ai * a i ; . 
attnes.09-0Rg Iotetdiers ThiStHk waaey LA.4 | 
’ . : : . td a 
: » ee Pe ep oe a ’ e 
928i 20). Steahehen esta Make 


ae ae 1 goer horg adkisiup” ; 


5 to Tae 
oe) as deh Oa rn abate CS hate Fee i Yagian antes " 
thead sats oo Shanon. i 
hiner faite oH . ofenohs Teivaliog uae” y 
Aecienk eho wetieseted Lbhrty + penst" 
S68 “ap end o RT cave ‘oe PDE, rg 
: "SY Ser PGW pag a shfain* me ; “ : 
: xh i 
My wd ote wo: BeDAS ay gore oh t abot 


y _ 
are ane 3 ae i ra « 


ANGUS, STONEHOUSE & co. LTD. é - {2 ( ; 
TORONTO, ONTARIO 


the cost of the retail unit and are you telling me 
that locally where you have a bushel of carrots as 
compared to the polythene bag, the same weight, it 


doesn't make any difference whether it is pre- 


packaged? 

MR, SLOAT: It has been working out that 
way of late. The retailer may have a bushel of 
carrots. in. bulk. He just puts them in a paper 


bag and realizes as much as if they were packaged. 
There seems to be more spread in the bulk than there 
was in the packaged stuff. 

COMMISSIONER WALTON: I am wondering what 
his turnover is? 

MR, SLOAT: I don't know, 

COMMISSIONER WALTON: It loses a little 
eye appeal, does it not? When you said "initial" 
do you mean that it was bulk then but the package 
is coming in now? 

MR, SLOAT: Yes. 

COMMISSIONER WALTON: You do not have 
a premium for prepackaging? 

MR. SLOAT: Possibly, yes; that is what 


we had in mind. 
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COMMISSIONER MacKICHAN: Just one or two 
questions. These packages that are smaller, the 
packages of these 50 to 75 pounds are packaged here 
locally, or at the Bhipping point,are they? 

MA. SLOAT: sure, 

COMMISSIONER MacKICHAN: The potatoes are 
brought into the grading station, Where does this 
barrell enter into it? Is it the container that the 
potatoes are brought to the srading station in, or 
is that another? 

MR. SLOAT: Which barrell do you mean? 

COMMISSIONER MacKICHAN: You are quoting 
here the 165-barrell -- the price at. the first inatanse. 

MR. STRONG: That would be what we call the 
local dealers I believe? 

MR. MacKICHAN: Yes, New EBrunswick dealers, 

MR. STRONG: Yes, that would be dumped into 
the racks, They bring them in just as they grow them, 
the little ones, big ones, everything, and dump them 
into the grader. 

COMMISSIONER MacKICHAN: Run of the mine 
if you were talking about coal. 

MR. SLOAT: That is right, 

COMMISSIONER MacKICHAN: But are they brought 
in the truck or wagon or bulk or is it a barre‘! 

MR. SLOAT: Brought in barrelés. 


COMMISSIONER MacKICHAN: Wooden barrels? - 
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MAsowont: Yess 


COMMISSIONER MacKICHAN: Brought in wooden 
barrels, and then they are graded at the station, 
and packed into the tins in some cases? 

MR. SLOAT: Yes. 

COMMISSIONER MacKICHAN: And size. 

MR. SLOAT: Very few calls in the Dominion 
of Canada for 15-pound bags. 

COMMISSIONER MacKICHAN: We have some in 
Halifax. 

MR. SLOAT: Well you get some in Quebec 
and Ontario, but very odd orders for 15-pound bags. 
They wouldn't use 10,000 in a year. 

COMMISSIONER DRUMMOND: What about the 
prices of the bags, whether they are 10 or 50 or 7/5? 

MR. SLOAT: The best cost, in fact the 
last while was a little cheaper. 

COMMISSIONER DRUMMOND: That is true of the 
last several years? 

MR. SLOAT: No, it has not varied for the 
last four or five years, very very little one way or 
ane other. 

COMMISSIONER WALTON: That is for the 
kraft type? 

MR. SLOAT: Yes, that is right. The poly 
bags -- 

COMMISSIONER MacKICHAN: They have reduced 


somewhat in price? 
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MR. SLOAT: They are down somewhat. They 
are really cheaper than the kraft bags today. They 
don't use those-only in washed potatoes because the 
moisture gets on them, and they make an awful looking 
mess afterthey are in the stores for a few days. 

COMMISSIONER MacKICHAN: Even if the bag 
is perforated? 

MR. SLOAT: That is right. They use them 
for washed potatoes only. 

COMMISSIONER MacKICHAN: You mentioned the 
difference in the price between 50 and 10 there. 

MR. SLOAT: That was a matter of freight. 
The freight is the same on the carload. 

COMMISSIONER MacKICHAN: Regardless of what 
container they are in? 

MR. SLOAT: That is right. 

COMMISSIONER MacKICHAN: It is just a matter 
of the package. On milk what has been your method 
of control here? 

MR. LOCKHART: It is the Dairy Products 
Commission, appointed under the authority of the 
Dairy Products Act, the New Brunswick Dairy Products 
Act. There are three Commissioners. They set an 
order, regulate the retail price of milk ina 
specific area, or market, and the producer price, 
as I mentioned before, they are a floor price in 
effect. If a farmer, it would be an extreme case 


and a ridiculous one, where a farmer would want 
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$10 for 100 pounds of milk, The regulations do not 
prevent that in any way, but they do prevent the 
purchaser being paid less than the price set by the 
Commission as well as the retailer, retailing 
bottled milk below the Commission set price. 

COMMISSIONER MacKICHAN: On that matter of 
pricing, we heard in British Columbia in connection 
with something else, that the method of pricing was 
all the traffic would stand. Would that have any 
application here? 

MR. LOCKHART: I couldn't answer that one. 
That is a matter of Government Commission policy, 
and I would rather not deal with that one. EP aonts 
know just what their guide really is. 

COMMISSIONER MacKICHAN: How does a board 
take over a certain area? Is there a vote of the 
producers? 

MR, LOCKHART: That is the routine way of 
it being done, yes. A vote is taken, and the producer 
and dealers in that particular area, specific area, 
have agreed to ask the Commission to arbitrate or 
whatever the case may be in that area, and then the 
Commission does take over, and by authority» 
orders issued by the Commission makesrules and regulations 
in that particular area. 

COMMISSIONER MacKICHAN: Is there a vote 
taken of the producers? 


MR. LOCKHART: Yes. 
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COMMISSIONER MacKICHAN: They would register 
ELS 

MR. LOCKHART: I believe it calls for, I 
am just quoting from memory, and would not guarantee 
this to be correct, I believe two-thirds vote of 
the producers asking that the Commission set up a 
Board on that particular area. 

COMMISSIONER MacKICHAN: We ran into one or 
two Western provinces where all that is required is 51 
cent, but I think two-thirds is more general at least 


in the East, and some of the others too. 


THE CHAIRMAN: These are local milk marketin 


boards? 

MR. LOCKHART: «That is true. No; there is 
one over-ruling--or not"over-ruling"that is possibly 
the wrong interpretation put on the word -- there is 
one Dairy Products Commission for the province of 
New Brunswick which makes orders and regulations 
applying to either one area or all the areas col- 
lectively, whichever the case may be. 

THE CHAIRMAN: In a sense you have a local 
option, though under the Board as to whether this 
particular market is organized or not, is that right? 

MR. LOCKHART: Well to deal with areas 
specifically, there was a case where there was a 
general price increase across the board, and one or 
two areas the dealers did not see eye to eye with 


the Commission on that particular price increase, 
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and they stayed on the old price, kut by unanimous 
agreement with their producers they were able to hold 
the old price. 

It was optional. They could have had the 
new price, but apparently they felt that the price 
increase would effect consumption. That is, there 
would be an automatic drop and they were willing to 
ta<xe less just to break even in order to retain the 

ustomer, or at least that is the way it appeared to 
be. 

COMMISSIONER MacKICHAN Is there an opportuni y 
for repealing or ceasing to be governed in any particular 
area by voting against or for some other system? 

MR. LOCKHART: Yes. 

COMMISSIONER MacKICHAN: There “ls? 

MR. LOCKHART: The producers are given 
that out where if they so wish they can vote the 
Commission out just as they voted it in, by the same 
majority and the same procedure. 

COMMISSIONER MacKICHAN: It seems a good 
democratic principle. 

COMMISSIONER WALTON: Have you many processing 
plants for powdered milk in this province? 

MR. LOCKHART: No, that is a very new industry 
in this province. There have been some experiements 
carried on, and there is one plant that is processing 
a fair amount of milk, but generally we are not a 


processing province here, as far as milk is concerned. 
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ANGUS, STONEHOUSE & CO, LTD. - 2yeu- 
It is a very minor output. 

COMMISSIONER MacKICHAN: No military camp? 

MR. LOCKHART: Yes. 

COMMISSIONER MacKICHAN: They consume quite 
Aoi o OL nia, 

MR. LOCKHART: The nearest one 
to Fredericton, Gagetown--the new one-is more interested 
in whole milk as such rather than the powdered, 
apparently. We are led to believe that at least. 
I can't make that statement for them of course, or 
for the Association. 

THE CHAIRMAN: What member organizations 
do you have in the Federation? 

MR. SLOAT: We have the Milk Producers 
Cream Board, the Hog Marketing Board, Poultry 
producers, commodity groups, fruit growers agreed 
to join, voted at the last annual meeting to join 
the Federation. We have our district federations 
GEsCOUlSe. We have our province zoned in districts 
too. Nine different zones draw a directive from 


each zone. 
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TORONTO, ONTARIO = 1725 = 


COMMISSIONER DRUMMOND: Speaking of 
poultry, Mr. Sloat, could you give us some general 
idea of the existing set-up for marxeting eggs in 
the province? 

MR. SLOAT: Well, I don't believe 
we have more than one egg grading station, There is 
one large one here in Fredericton, and a great many 
of the poultry men grade their own. 

COMMISSIONER DRUMMOND: Is that increasing? 

MR. SLOAT: No, I would not say it was. 

COMMISSIONER DRUMMOND: I suppose you have 
the general trend of poultry producers here? 

MRS SLOAT: 6 Nes pel ethinit hed, 

COMMISSIONER DRUMMOND: So there will be a 
general increase of the direct marketing over to the 
retail stores? 

MR. SLOAT: Well, I could not say there would 
bean “inerease in diréct marketing rrthe sizérofitt is-- 
the small fellow if he is going to live has to 
deal direct. 

COMMISSIONER DRUMMOND: You mentioned the 
hog marketing board. Just how does that operate? 

MR. SLOAT: I don't have hogs; I do not know 
too much about it, but we have a man sitting back here 
who could tell us’ about it,’ either Mr. Taylor or 
Mr. Fennet -- Mr. Pennet is the livestock superin- 
tendent of the province. 


THE CHAIRMAN: Is Mr. Fennet in the audience 
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MR, EENNET: Yes. 
THE CHAIRMAN: Will you come forward and 
perhaps Mr. Taylor could come with you if he wishes, 

You are the Provincial Livestock Commissioner, 
ane .you? 

MR. BENNET: Yes, sir. The Hog Marketing 
Foard is set up to organize a group whereby the hogs 
in the province were marketed through one channel. 
Now, when I say one channel, that is all the hogs that 
are marketed through packing plants. A farmer that 
has one or two or three hogs, and wishes to kill them 
and sell them to the store, he does not come into the 
marketing board, but all the hogs that are going 
through regular channels to packing plants must be 
sold through a board. This board is made up of five 
members who constitute the board. They have specified 
one marketing board or marketing institution that 
handles their hogs, and at the present time in the 
province the livestock shipping service handle all 
the hogs; they specify where the hogs are to go. 
We have two plants in New Brunswick, Canada Packers 
and Swift Canadian, and they specify where the hogs 
go, to one of these plants, and they supervise, the 
manager supervises the marketing of the hogs. 

THE CHAIRMAN: How long has this been in 
operation? 
MR. PENNET: It has been five or six years, 


I would not say for sure, because time goes so quickly, 
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but it was five or six years, and perhaps seven 


years. 

THE CHAIRMAN: May I ask Mr. Sloat the 
next question? Do the farmers like the Hog Marketing 
Board? 


MR. SLOAT: I think they do. 

COMMISSIONER MacKICHAN: If Montreal should 
appear better to the marketing agency, they could 
direct the hogs to Montreal? 

MR. BENNETT: Yes, they ship them to any point 
that offers the best price. I might say before the 
Hog Marketing Board came into effect practically all 
these hogs were being marketed co-operatively, I 
would say all of them, more than at the present time, 
so when these services were offered they were just 
continuing a service that they had been operating 
before, and they sold to whether it was Montreal, 
Toronto or either of the packing plants in the 
Maritimes, whatever price was the best. I.might 
say that hogs are practically the only livestock 
product that is being marketed in the Maritimes at 
the same price level as anywhere else in Canada: We 
get the same price for hogs in New Brunswick as they 
do at Montreal or Toronto or anywhere else in Canada, 
and that has been accomplished through co-operative 
marketing. 

THE CHAIRMAN: Does the Board negotiate 


the price with the packing plants? 
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MR. BENNET: Oh yes, they negotiate the 
price, 

COMMISSIONER WALTON: What about beef? 

MR. PENNET: No. 

COMMISSIONER WALTON: That is not done? 

MR. EENNET: No. 

THE CHAIRMAN: Have the plants the capacity 
to handle all the hogs in the province? 

MR, EENNET: Yes, they do not get enough. 

THE CHAIRMAN: You suggested there were 
fewer produced than years ago? 

MR. BENNET: No, fewer marketed, and that is 
because at the present time there are quite a lot of 
hogs being manufactured in this particular locality 
that are not through a registered plant, and, there- 
fore, they do not come under the Hog Marketing Board, 
and they are continuing to grow. 

THE CHAIRMAN: Why is that? 

MR. PBENNET: Well, I expect one of the 
reasons is that, for instance, in Fredericton we 
have not got any control over grades of hogs -- I 
Should not say that -- inspected plants--we have 
not got an inspected plant. We do not say that 
meats have to be inspected, therefore, they bring 
them in here and they are killed in uninspected 
plants, and that business is continuing to grow, 
and they are taking a bigger share of the hogs each 


year. Possibly the uninspected plants can operate 
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ANGUS, STONEHOUSE & CO. LTD. 
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cheaper than inspected plants. 

THE CHAIRMAN: Do you think they are getting 
a better price there than through the Board? 

MR. BENNETT: The farmers are getting a bette 
price than through the Board. That should not be that 
way, but the dealers in this area pay the top market 
price for their hogs irrespective of grade. They take 
"a"_1 price which at the present time is around 29 
cents, between 29 and 30 cents. Dealers that are 
handling these hogs pay that price right across the 
board without grading, so the farmer who has a poorer 
grade of hogs is doing a little bit better possibly 
selling to them than shipping to the inspected plants. 

COMMISSIONER WALTON: So the consumer pays 
Grade "A" price for Grade "C" hogs? 

MR. PENNET: I presume so, and it is a question 
of transportation. I might say that dealers in this 
area are not happy about that condition, they would 
sooner have inspected plants or buy through inspected 
plants because then they could buy on grade, and 
when they are buying on grade they get a lot of over- 
fat hogs which they have to trim and which costs 
them something and it lowers the margin of profit. 

COMMISSIONER MacKICHAN: Are these market 
producers not receiving premiums? 


MR. BENNET: No, not receiving premiums. 
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COMMISSIONER MacKICHAN: On this market the 
producers are not receiving premiums. 

MR. SLOAT: No, not receiving premiums. 

THE CHAIRMAN: How do your hogs grade; what 
percentage of them get a premium? 

MR. BENNET: In the province last year, throug 
the way they are graded we had about 46 per cent A's 
compared to what -- 24 for Canada, so our grade of 
hogs is very high. 

THE CHAIRMAN: These, of course, are inspected 
plants. 

MR. PENNET: Yes. 

COMMISSIONER DRUMMOND: You spoke about the 
negotiated price. You said that the Board negotiated 
with the packers. 

MR. EENNET: Yes. 

COMMISSIONER DRUMMOND: With respect to price}. 

MR. BENNET: Yes. 

COMMISSIONER DRUMMOND: Do you feel that in 
these negotiations they are actually able to get a 
little better price than before? 

MR. BENNET: Yes, that is because that is the 
only livestock that we produce in volume enough to 
ship out, and therefore if the packers in the Maritimes 
Will not pay the price, they ship them to Montreal 
and we get the Montreal price. That controls price. 
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ANGUS, STONEHOUSE & Co. LTD. = brad = 
certain amount of bargaining strength? 

MR. BENNET: Yes, 

COMMISSIONER DRUMMOND: You either ship to 
one place or the other? 

MR. BENNET: Yes. Our hogs are the only live- 
stock we have in volume enough to do that with. 

COMMISSIONER MARTIN: Does that mean that 
you usually have the Montreal price less the trans- 
portation charge? 

MR. BENNET: No, we have the Montreal price. 
It is based on the Montreal price. 

COMMISSIONER MacKICHAN: Plus the freight 
Grune product, coming in? 

MR. BENNET: That 18 right, 

COMMISSIONER MackKICHAN: That is one time 
we are on the right end of these freight deals. 

MR. BENNET: Yes. 

THE CHAIRMAN: You also mention the Potato 
Marketing Board. Mr. Strong, would you like to tell 
us a bit about its operation? 

MR. STRONG: Well, that is something we do 
not like to talk about. We had a Potato Marketing 
Eoard here one time, and I do not think we will ever 
live it down, but they turned us all into a bunch 
eF crooks. 

THE CHAIRMAN: It is not operating now? 
MR. STRONG: No. 


THE CHAIRMAN: Well then my question has no 
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substance. 


MR. STRONG: Well, I mentioned here a few 
minute ago that that is set up under this Natural Product 
Act, but we still have the law here. We can open it 
up tomorrow if we want to. 

We have in our minds through our Federation 
that about opening it up for promotional purposes only, 
as I mentioned before, but it has got to be opened 
up under the Dairy Marketing Foard. We do not propose 
to market any potatoes under it, although we have the 
law. We could if we wanted to in an emergency. 

You could not talk the farmers into opening up that 
any more because it disgraced the market. 

THE CHAIRMAN: We are very nice people. 
We do not like to embarrass anybody. 

MR. STRONG: You can't embarrass me. I did 
noe Bev any Loot’ out-of it. 

THE CHAIRMAN: we are entitled to go into 
the operation of the Foards because we have had limited 
experience with them in Canada, and we have had 
references to them in other places both for and 
against. We think this matter has some relationship 
to our Terms of Reference, so if there is anything 
useful in the experience you have had here which 
you think has definite application to marketing boards, 
we feel we want you to tell us about it, but I do 
not want to argue. 


COMMISSIONER DRUMMOND: Maybe you can tell 
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us what they can't do, or should not try to do. 

MR. STRONG: Well, I just don't know what 
information you would like to have. I do not mind 
giving any information that we have. 

THE CHAIRMAN: In brief, why did it break down 

MR. STRONG: It was organized here I think 
in 1952, if I remember -- 1954 -- I can't remember. 

Do you remember Mr. Taylor? 

MR eLAYLOR: sbO51. 

MR. STRONG: We had a surplus of potatoes -- 
a lot was on the books. We got through in marketing 
our crop of potatoes that Spring, but it has not been 
in existence since. We still owe a lot of money 
0) 9 ae a 

MR. TAYLOR: They endeavoured to merchandise 
a crop bigger than could be merchandized on a perishabl 
market out of the market available. I think that 
is a fair statement, is it not? 

MR. STRONG: I think so, yes. It is 
impossible to sell a perishable product more than 
can be consumed. 

COMMISSIONER WALTON: Do you get any 
competition from imported or Canadian potatoes into 
this province, such as British Columbia gets? 

MR. STRONG: This is the first year in 
four or five years that their price has been better 
than ours. Yes, we did. As probably you know, we 


got a tariff a year ago on potatoes, We never had 
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them before, but it did not effect us this year because 
we were shipping the other way this year. 

COMMISSIONER DRUMMOND: Is the percentage 
of your potatoes which goes to the Central Canadian 
markets getting larger all the time? 

MR. STRONG: No, it is getting smaller. 

They are raising more of their own up there every year, 

COMMISSIONER DRUMMOND: Where do you sell 
the potatoes that went there before? 

MR. STRONG: Well, they go to the West Indies 
quite a lot, and a big part of them would be to seed 
areas. We have pretty good seed orders this past two 
or tnree years. 

COMMISSIONER DRUMMOND: What I am trying to 
get at is, when you ship potatoes from here to Montreal 
or Toronto, there would be some transportation 
charges, but if you ship them to some nearer point 
that charge may be that much less. I am wondering 
yh i 2 a 

MR. STRONG: Yes, but there is something 
funny in that the potatoes that we sell are based 
pretty much on the Montreal price. That seems to 
perthre hub of our price. Now, we ship potatoes to 
Toronto, and all over Ontario, but we ship based on 
the Montreal price, Montreal freight, make our invoices 
out that way. Whatever freight is beyond Montreal 
the consignee pays it - the last three years. It 
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on Montreal basis. 
THE CHAIRMAN: Mr. Schousboe, you are the 


Cream Producers organization, are you? 

MR. SCHOUSEOE: That is right, sir. 

THE CHAIRMAN: Can you tell us about your op 
erations? 

MR. SCHOUSBOE: I feel that I am skating on 
thin ice when I get talking about retail or spread 
between the consumer and producer as far as butter 
is concerned. You will notice from the table on page 
2, that the spread has been practically constant over 
the last nine years, and it is a higher percentage 
on any of the margins, so I realize I will have to 
go very carefully, sir, or I might get snapped up. 

However, in the table on page 3 you will 
see that butter -- the percentage of the consumer's 
dollar that the farmer got went down for the first 
time in a long while. I may, Mr. Chairman, explain 
to you about that, and what we claim should be done 
or feel will be done perhaps by this Commission to 
remedy that situation. 

The reason that butter has been very very 
constant over the long period of years is because 
when the floor price was established on butter in 
this country, there was quite a lot surplus and 
it grew and grew to tremendous proportions, and the 
fact has bean that butter has stayed at the floor 


price winter and summer right straight along. There 
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is no possibility of anybody making any money on it. 


Unfortunately, that was also true of the 


creamery producers because you gentlemen know as well 
as I do the floor price was based on the cost of 
production, so in reality we cream producers received 
the cost of production for our work for the past six 
or seven years. 

Last year that surplus was pretty well gone. 
We could get manageable proportions again, and the whole- 
salers -- the fellows store the butter and the operators 
or anybody else that had a chance to store away butter 
did so last Spring to the extent that the Control 
Board got very little butter. The speculators 
Took, if all over. They figured the price would go 
up, and they figured right. The price went up about 
9 cents. The consumers paid for it, the speculators 
put it in their pockets, and the farmer got the blame 
bor it. 

We produced butter for a long period of 
years at cost. We feel that we were just being 
discriminated against a little bit last summer. 

I will give you some figures, Mr. Chairman 
on that. In this province for this last year there 
were four cars of butter sold to the Control Board, 
that is on the floor price. The year before, 1956, 
there were almost 20 cars sold. 

I must admit I did not have the time to 
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inspector,. that knows that sort of thing. He did 
not have his records available. He told me he was 
safe in quoting between 15 ana 20 cars, and he could 
not give me the exact figures, so in reality in 
this province last year there were 15 carloads less 
butter sold to the Control Board than what there was 
the year before which amounts co 350,000 pounds. 
Taking a rise in price of 8 or 9 cents it 
means $30,000 that was made on butter last year by 
speculators in this province. And we feel should 


at least in part have gone to the producer, 
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That was made last year by speculators 

in this province, That we feel should at least in 
part have gone to the producer, I am not one of 
the fellsws who condemns speculators. I feel that 

a certain amount of that sort of thing is very 
healthy. It tends to stimulate the price all along, 
and I would be quite agreeable to seeing a speculater 
get a percentage of the price that was in effect last 
year, but I do feel that the farmer does the work and 
produces the stuff, particularly if compelled to 
produce them at cost over a long period of time, 

and he should also have a share of it, 

Now I might say that in the summer menths, 
June, July and Aigust, that is the time that we have 
our largest production, In fact last year 46 per 
cence’ of our production, It¢is true thatein the fall 
the price went up and the farmer got the increase 
at that time, but the unfortunate part of it was that 
the best part of the season was gone while he was 
really producing something during June, It was 
46 per cent for those three months, ThHAt Jiao not 
very heavy. 

Now, we would like, as the cream producers, 
to recommend to this Commission that the producer 
price be tied to a formula price which would ensure 
the producer automatically receiving the benefit of 
an increase in prices. We feel generally that the 


butter floor price is all right with the , 
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tremendous surplus, but to our mind that should be con- 
trolled by the rise and fall of prices and speculators 
Should not be guaranteed when it comes spring and there 
1s not too much butter in Storage, that the price is 
going up. He can roll the price back to the floor 
price and keep it there until he gets his storage 
space filled up and then bring it up to the price 

that is going. We feel that authorities should con- 
trol the floor price to the extent that the producer 
at least would get some of the benefit. I know 

that our government as it is now a week ago raised 

the floor price to 64 cents, and a gentleman you see 
right there, a processor in this province and in 

other places in Canada, will not be able to roll the 
floor back beyond that 58 cents as they did last year, 
and we will in that instance get that extra 6 cents. 
It is a law of the land you can't stop. We feel 
that there may be other situations arise where all 

at once there is a price rise and certainly the 
operators -- it is only instinct when there is a 
dollar to be made you go and make it -- will roll 

the price back to the floor price and profit again 

the same as last summer, and it is a detriment to the 
producer, The producer gets the blame, mind yoy 

by the consumer when she sees butter goes up 10 cents. 
She says, "Those farmers are doing all right. They 


are getting 10 cents more," Actually we get nothing 


» om like that. 
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Those are our thoughts from the Creamery 
Board, Mr. Chairman. It might be a solution to our 
problem that the producer price be tied to a formula 
price, Just how that can be done I don't pretend to 
be intelligent enough to tell you, but we feel that 
there is something lacking there, 

COMMISSIONER DRUMMOND: Has there been 
any reduction in the number of creameries in the 
province in the last ten years? 

MR. LOCKHART: Yes, just natural hazards. 
One was closed down in Gagetown Army Camp, the ether 
was a very minor operation anyway. Generally}; ano, 
there has not been one closed for any reason other 
than an extraordinary one, 

COMMISSIONER DRUMMOND: So that thess@ale 
of ,operations withthibthe creamery has not changed 
greatly? 

MR. LOCKHART: NO, not greatly. ths 
fluctuates, of course, from year to year but generally 
mere. 1s no bie: shifts, 

THE @AIRMAN: Mr, Schousboe, we indicated 
at our hearing in Regina that we felt that the pro- 
grammes such as deficiency payments and support prices 
were really outside our Terms of Reference. It is 
concerned with the spread; not necessarily with all 
of the factors that affect that price and returns to 
producers. But might I ask you how do you account 


for the fact that although butter is a processed 
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commodity producers still get one of the highest amount 
there is of the consumer's dollar in the case of butter? 
On the face of it this Suggests that the spread is 
relatively small in this case, 

MR. SCHOUSBOE: That is a floor price, 
Sar. Before the war when there was not a floor price 
the spread was quite a large one, a lot larger, +i 
cannot tell you what it was but certainly that has been 
one of our main grievances over the years, In the 
summertime when our product was coming in aplenty and 
at a very low price -- into like the packers that had 
storage facilities and money to buy -- they would 
buy the product, store it up and’ sell 1t et a fancy 
price in the wintertime. The reason for this very 
low mark-up right now is the floor price. No way of 
purchasing it below that. You see, that is the law 
of the land and you ean do nothing about it. You have 
to keep it above that, There has been nothing at all 
to induce anybody like packers, or anything, to store 
butter. It was all bought by the control board and 
the cost was in my figures 3 cents a pound for tke 
season, which doesn't amount to very much, I believe 
I am right in saying that two years ago through the 
efforts of the dairy farmers of Canada we even got 
the government to pay less. All the taxpayers of 
Canada were paying the Storage charges, Butter 
was made and stored at no cost at all and the only 


Spread was from the storage to the consumer. That is 
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the reason for the low Spread, 
THE CHAIRMAN: The cost of storage is bein 


taken out of the public purse? 


MR. SCHOUSBOE: At the present time. Why 
isn't it sold to the Control Board? It wasn't last 
summer -- very little sold to the Control Board because bf 


the change in the market situation, and Speculators made 
themselves eight or nine Cenus Out. oT At. Good sense. 
Good business, Nothing wrong with it. 

THE CHAIRMAN: Do you know what the retail 
mark-up on butter is in Fredericton? 

MR. SCHOUSBOE: I don't know for sure, but 
I think it is less than five cents. 

COMMISSIONER DRUMMOND: Do you think price 
Support operations have had any effect on the price 
which you receive for cream in the months of June, 
July and August, large supply months, compared with 
what they were before? 

MR. SCHOUSBOE: I certainly do, sir, We 
would get a lot less money for butterfat in the summer 
time, only for the floor price, and I might say this, 
Sir, in my opinion, that is the only thing that has 
made the creamery producers survive, those periods 
where he has been producing at cost because the cost 
is based on the entire year, not on June or July pro- 
duction, He could actually under the floor price 
make some money during those summer months, 


COMMISSIONER DRUMMOND: It 1s another way 


i peerremre ) & 
—s Lids ‘ats uo 
. at More pt a8 Pike eae ee _ Ms 


en... saa. snseetg af of ee 
wth, t g ye ogee see oF kale <o: 


Seal.2'neswe SL nee, eee Sea 
‘Bie! Be Pre at 


aq eauinney fpraed foamy ate ae hau teh nae ver 
“4 ey As » «At i Sond 4 


eben prqdaluogga. baa. i a ta Pererege mt ae, 
} s 260 Pag te SE eS tg ea ix a bets , dpaty it 


(Piensa bee : 2k 36 Bee eaneg acta a0 tdgte sev Samant 
aie Ati Sn LR) po al a. 2h im ae 
| Fy nth “sie. atom aaa .eesatond 6000 


; Seen? ea 3s ec rs 


‘™ itecoe any. 2600, more HON og; RAMAN aa? 7a 
os a OS tres a) ; 


| agyotebent nt ot segtud 0. quantal 
Nee cata WE . a iy 
* Sas: sve Tod Ww i tae E sspaauoine i as 
AP ace | “Oe : p 
i. et: jeinee oe ie pai ‘et 3 vinpsts t 
nea ‘ 12k ls , Mae « 7 
Si OSGR: KALA voy of. sans FGUOTCE MMOD pte ; . 
,3e og nai. on ate ~ oss vad, anopsaciege Pd had 
eon. 26. a6 yape, wae Ne aeTD 10% Pappa ee soe notch } 
ir: ig tw. Derts FOP. see wage aansl dean tiie xivt 
alae A | 3 fons 


twig ted ottew ‘yaa jadw 


: ra oe ’ Par Rey de ri 
. S Cpt 
2, a: tie, ,ob. ylotsites | _shoeZ 00m E ity 
Tony: 807-00 ae are fi an genom cook re 8 10% bivow 
. : Pear CA oe & 
gains, “ee d cig Ene I bee 20204 woot oid 50% “he .omiy 
S Lit - s Ring é: c Wao “se Se ¥ +? 
een pene aqSis 1 yin sits saat wiotatge on at are 
nek & Neo a i “yrs oi : 7 : 
* s; ehelaed $3 it. 4? pane writ be a onal \remeeto hw sbhsa 
= om 24 4 es oe ‘eee : ~ . 
ee ** fa r fs 
Taae, atgysey ROOT aon ve © gntoubor3 Hiyi ‘an "on rain 


(ison Vea te saul inc | on TOY ot ldien ort ‘io ‘beasd abl 


te 


aie * 3 Zz bE ty a Licey ‘pu -“ it 
,  Sobeq. goes3 sre, xpbarn bie teutos haces oH emits 
be . ; : hes YE ry 
Sie: ah, BATION ‘coqmmre 9snont anti yenom moe oxeqt 
a ne SUES wees Sy > 8In gre - or o me 
et TOA 7 JN 
‘1 Mee pedeqne 4h dt". :OHOR serie see é 


ANGUS, STONEHOUSE & CO. LTD. mad Tas a 
TORONTO, ONTARIO 


of saying that your average price which you as a 
creamery producer gets for the whole twelve months 
has been raised? 

MR. SCHOUSBOE: That is right, by the 
floor price, 

COMMISSIONER DRUMMOND: in thay pte 
case, isn't that some part of the explanation as to 
why the spread in the case of butter is so small? 

MR. SCHOUSBOE: Isn't that what I have 
tried to explain? If nov, thas? fa what & thought 
I was explaining. 

THE CHAIRMAN: No, let me follow this up 
now. The mere fact that the producer's price has 
risen is no reason by itself for the spread to be less, 
Percentagewise it may be the price has gone up, but 
what I am trying to get at is why the absolute price 
is small. One reason is that in so far as the 
Storage has been performed by the Butter Control 
Board, the public treasury is abserbing that cost. 
It is not being borne by the distributors. 

Another reason, which I am not sure that 
I understand, is that the retail mark-up on butter 
is extremely small. 

MR. SCHOUSBOE: And another thing, sir, 
is the fact that the packaging on butter is just the 
Same as it was when you were a boy. it comes ina 
little piece of wax paper and some printing, and 


there is no extra fancy cost to it. You have seen 
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since you were a young lad that your mother would 
buy an 80-pound bag of oatmeal and put itn avbig, 
Now we can go to a store and take it down off the 
Supermarket shelf in two or three pound bags with 
maybe a porcelain dish or something in it, and it 
costs pretty much as near as it did when you were 

a DOYy. We don't have that in butter. Lticsajust 
the same as it was thirty or forty years ago, It 
doesn't add to the spread, and it is probably the 
only commodity in the lot of farm products that 

has not been made more expensive by packaging. iP 
don't know why the consumer has not asked for a more 
expensive way of packaging the butter, but they 
haven't, 

We have the president of the Consumers 
Association here for the province, sitting there. 
Maybe she can tell you why they haven't asked for 
a more fancy package for butter. 

THE CHAIRMAN: It is true that a certain 
per cent of the butter is now put win quarter- 
pound packages. 

MR. SCHOUSBOE: Not in this province, 
fi gs chat is in Ontario. 

COMMISSIONER WALTON: They also have 
some fancy packages of butter in Ontario, which comes 
tomo Cot) . 

MR. SCHOUSBOE: I might for your infor- 


mation tell you that that costs four cents a pound 
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more, those packages that they put up in Ontario, and 
they are put up especially for the very large super- 
markets in Toronto, at an extra cost of four cents 

a pound, 

COMMISSIONER COUVRETTE: When was the price 
up four cents for butter? 

MR. SCHOUSBOE: That has been going on 
for quite a while, It has been in effect since the 
war. 

MR. SLOAT: It started when we got mar- 
garine, in 1949, 

MR, LOCKHART: 1949 or 1950. 

COMMISSIONER MacKICHAN: There seem to be 
two factors, possibly, governing the Spread here. The 
first I think is --as I remember some merchandising -- 
that butter has been traditionally a low mark-up 
product, It has always been comparatively low 
mark-up; and the second is that the floor price was 
known and the selling price was known, and consumers 
generally have agreed with those two figures, which has 
an effect on the final retail price, 

COMMISSIONER WALTON: Where they have an 


alternative like margarine, 
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THE CHAIRMAN: This is a terrible question 


to ask you, but why does the tradition persist? 


Merely to say it is a tradition is to me not an adequate 


answer, I want to know why the tradition Cxtevar DUuL 
perhaps in New Brunswick that is not a sensible 
question, 

COMMISSIONER MacKICHAN: I was thinking of 
the Maritimes generally, Sugar is another instance of 
a low mark-up. 

THE CHAIRMAN: I have only one further 
question: You have provided this information, and 
as you indicate in the second paragraph you say: 

"we do hope that the information gathered 
in our study may serve as a starting point in 
determining the cause of this Spread between 
producer and consumer prices; also that it 
may help dispel the impression shared by 
too many town and city consumers that pro- 
ducers are responsible for the constant in- 
crease in the cost of living, particularly 
as regards food prices." 

The fourth element in our Terms of Reference 
are to examine the adequacy of price information 
currently available. Now, have you any idea as 
to how we can get information to the consumers 
that would give them a more informative view of 
these things? 


MR. SLOAT: Well, I have not- I do not know 
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if some of the other gentlemen do, 

MR. STRONG: That question is quite a con- 
tention to the farmers too, because every once ina 
while the cost of living index goes up all because of 
the cost of food, and the farmers do not get any 
more, in fact, he is getting less all the time. 

THE CHAIRMAN: Well we will be told about 
that. 

COMMISSIONER COUVRETTE: May I ask one question? 
There was a question about eggs and butter, it was 
mentioned that in the last few years some butter had 
been stored by dealers and a big profit made by them 
which did not give any more to the farmers, is that 
right? 

MR. SCHOUSBOE: Not a huge profit. 

COMMISSIONER COUVRETTE: Well, what would it 
be? 

MR. SCHOUSROE: It was last summer, 1957. 

COMMISSIONER COUVRETTE: Well then, your 
figures only take us to 1956. 

MR. SCHOUSBOE: No, there are two tables here 
there is one on page 44 that was taken March 7, 1958 -- 
no. 

COMMISSIONER MacKICHAN: Page 3. 

MR. SCHOUSEOE: Butter at 76.6. 

COMMISSIONER COUVRETTE: As of 56? 

MR. SCHOUSBOE: And 77, that is the straw 


that broke the farmer's back, I am talking about the 
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farmers, not the guy that made it, but the fellow 

| that lost it. The market has been very, very small 
and we are glad of every cent that we feel we have 
coming to us, very little looks big to us in that 
particular business, because we are not used too 
much. 

MR. LOCKHART: To keep the record straight, 
I notice Mr. Schousboe referred to the Control Eoard, 
and I think what he had in mind was the Federal 
Agricultural Price Support Board, and we have a 
Control Board around the province, and I wanted to 
clear that up. 

MR. SCHOUSBOE: That is right. 

THE CHAIRMAN: Mr. Sloat, thank you very 
much and also your colleagues for coming today and 
helping us to get some of the background of the 
position here in the province of New Brunswick. 


MR. SLOAT: Thank you for listening to 


THE CHAIRMAN: We will adjourn now until 


10 o'clock tomorrow morning. 
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SUBMISSION OF 
MARITIME CO-OPERATIVE SERVICES LTD. 
EE EV LUE LTD 


Appearances: 
Mr. W.R. McEwen Secretary-Manager 
Mr. Roy Grant Assistant Manager 


THE CHAIRMAN: Come to order, We will open 
the hearing. The brief this morning is from the Mariti 
Co-operative Services Limited, and we have with us Mr. 
McEwen, the Secretary-Manager, and Mr. Roy Grant, the 
assistant. THiS "Wil? be* Exhibit 37: 

EXHIBIT NO. 37: Brief of the Maritime 
Co-operative Services 
Limited. 

THE CHAIRMAN: Mr. McEwen, we are very 
happy to have you here. I can remember the days in 
woich you taught me the principles of co-operative as 
a student. JI hope you have something equally helpful 
to give us today. If you care to proceed. 

MR. McEWEN: Thank you. 

THE CHAIRMAN: JI would like to have you 
read your brief into the record. 

MR. McEWEN: Dr. Stewart, and members of 
the Commission, you have already named myself and my 
assistant, and also Mr. George Stephenson, secretary 
of the N.B.-Co-operative Union and Mr. Alex. Laidlaw, 
Secretary of the Co-operative Union of Canada in the 
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co-operatives we may call on them, 

First, I would like to bring your attention 
to the fact that there is a clerical error in the 
heading, where in the fourth line it says "organization" 
it should be "origin", We would appreciate if that 
was corrected. This, as you know, is submitted on 
behalf of a section of the co-operative movement of the 
Maritime provinces, and I will proceed with the subject 
matter, 

We wish to thank the Chairman and personnel 
of the Royal Commission for the privilege granted to 
present this brief covering material we believe to be 
pertinent to the inquiry. The presentation is on 
behalf of producers or/and consumers of the Maritime 
provinces who are a part of our co-operative movement. 

The assumption of the inquiry 1s that narrow 
Spreads, as between producer and consumer, is desirable. 
Persons representing some middleman services may questio 
this premise, but it will be our contention that narrow 
spreads are desirable to the point where the producers 
will get a fair portion of the consumer's dollar, and 
the consumers are not overcharged in relation to the 
return the,producer is getting. 

We will contend too that the co-operatives'! 
influence in the fields in which they operate is 
towards narrowing spreads as between producer and 
consumer, and the elimination of waste in performing 


the middleman functions involved. 
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We will argue further that there is considér~ 


able evidence indicating that wider spreads do exist, 

as between producer and consumer, than conditions justif 
in at least some agricultural products, and in the 

case of cattle and beef we will give detail to support 
our contention. 

I - The Cattle-Beef story: Cattle shipments 
to Montreal 1951 -- late in 1951 Maritime Co-operative 
Services Limited shipped 26 cars of cattle from the 
Maritimes to Montreal. There was a gain of over 
$4,000 over possible returns for the same stock in 
the Maritimes. This gain was net after abosrbing more 
than $4,500 in extra transportation and allied costs in 
connection with the shipments. 

It is significant also that the price dif- 
ferential during the period of shipping August - 
December, narrowed somewhat. During the early portion 
of the shipping time, there was the unusual occurrence 
of having price advances in the Maritimes, due, we 
believe, to these shipments being made, while Montreal 
had declines as can be noted in Table 1. 

Now it is not my intention to read all the 
figures. The indication is of the prices at the 
two Maritime points, and at. Montreal and at Toronto, 
and the summary there of the final figures indicates 
something of the spread that existed as between these 
various markets, and the source of the material is 


noted there; Montreal and Toronto being materially 
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higher than the Maritime markets, 


TABLE I 


Cattle Prices per 100 lbs. alive, Medium Steers 
ee tt vee, Medium Steers 


Po) ee Del'd Del'd Del'd to 
Country to to stock Stock 
Points Plant yards Yards 
1951 Moncton Ch'Town Montreal Toronto 
January p 23,00. 22.36 26.28 26.45 
February 24.60 24.20 EY a? 28.28 
March 26.26 252 OO 29.39 29.91 
April 26.00 25.350 ar rey, 30.99 
May 28.00 27.25 ey Plows 30.15 
June EM oh 915) ral ery nas 30.94 SLens 
July 28.38 23.88 32.45 A227, 
August 29.30 29.00 S450 32.69 
September EL GROG E gnaw oii a1 415 Sure) 
October 27.38 26.76 30.78 se ae 
November 27.05 27.05 30.65 32,12 
*December 20. 00 26.00 Slope 31.68 
$ 26.66 2Ores 5021 30.83 


er — oS St SY 


Compiled from "Livestock and Meat Trade 
Report" Department of Agriculture, Ottawa. 

* Moncton prices are f.o.b. country points except 
December which is delivered to plant. 

At the same time that the cattle were bringin 
materially less money in the Maritimes, the price of 
the beef therefrom wholesale to retail was generally 
higher. These differences for an extended period 
aeersaown in Table II. 

Now this is the beef price for these four 
markets, wholesale to retail, and again the figures 
indicate that while we were getting less of the cattle 
we were paying more beef in this area, and again the 


source of the information is noted. 
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TABLE II 


Commercial Steer Beef Prices Wholesale to 
Retail-Yearly Averages 


(450-650 pounds ) 


Date Saint John Moncton Montreal Toronto 
See Orverage.  (A5bee0.> yHoanes)  ghGiew d teheD- 
250 Baler ye Rei fs .562 
1952 476 488 ATT 468 
2953 319 » 386 369 “363 
1954 369 380 2354 341 


These figures are from the Prices Section of 
the D.B.S. and from the publication "Livestock and Meat 
Trade Report", as published weekly by the Markets Information 
Section, Marketing Service, Department of Agriculture, 
Ottawa. 

Note: The detail is given for medium 
Steers and commercial beef, which corresponds. This 
grade is common to the Maritimes and illustrates the 
average differential for the whole range of quality. 

The figures in Table I are for 1951 and 
covers the period in which shipments of live cattle 
were being made to Montreal. Table II figures are 
for 1950 through 1954 for wholesale beef prices. The 
differential pattern is consistent with that 1951 
experience, as shown in the average figures to 1954. 
Table III shows live cattle prices that correspond to 
the beef prices listed in Table II. 

Now there again that just covers the same 


period of time, and noting the price in the Maritimes 
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versus the other Canadian markets. 


TABLE IIT 


Cattle Prices Per 100 lbs. alive, Med. Steers 


(Yearly Averages) 


Steers 

Del'd to Del'd to Stock scpock 

Plant plant Yards Yards 
Moncton Ch' town Montreal Toronto 

1950 20.70 20,57 24.41 24.49 
1951 Eu foe 66 26.62 30.65 Ge Ee fie 
1952 ZO 20.58 4 37 24.18 
1953 15 , 34 15229 18,26 18.67 
1954 14.30 13 393 tears oy 17 VOT 

Note: The Canada Department of Agriculture 


discontinued publishing Maritime live prices for cattle, 
so that for the last year or two official figures have 
not been available for comparison. 

Recent Experience -- Maritime Co-operative 
Services Ltd. puts into table form the differentials 
as experienced weekly. The figures for two different 
weeks, one September 9th, 1957 and the other March 
25th, 1958, are reproduced for the three top beef 
grades. The final columns show the gain or loss 
per pound that could be made in shipping to Montreal 
over Maritime markets. 

Now these two dates were simply taken, becaus 
it is in the height of the shipping season in the Fall, 


one of them, and the other was an illustration date 
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that we had at te time. Those are these two dates 

we referred to and indicate various prices, the estimat 
Montreal average live price, the range and average yield, 
delivered to plants, that is warm dressed weight of 
carcass weight, equivalent to Montreal dressed, and 

the Maritime dressed, and the Montreal dressed, and the 
differential lies over, or lies and dressed over 


Maritimes. Montreal over Maritimes, the final two 


columns indicate the differential on these three grades 


Montreal over Moncton which as you see are quite 


material. 
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Tne Maritime cattle-beef experience, as 


presented, illustrates two points: 
behalf of the produccrs as made by 
activity, and (2) the margins that 
that co-operative organization, as 


been able to eliminate, The fact 


The gains on 
the co-operatives! 
still prevail and 
now existing, has not 


that these margins 


do exist in a market area that consumes much 


more than 


it produces, indicates an undesirable situation. 


V and VI illustrate the production and consumption 


Statistics of the area and adds emphasis to our price 


spread situation. 


Now the production of cattle and the consumptipn 


and the deficiency figures for N.S.P.E.I. and Newfoundlan 


Now in the main the New Brunswick and Nova Scotia are 


highly deficient, as well as Newfoundland and Prince 


Edward Island nas the small surplus, but for the whole 


area there is 2 very material deficiency of production 


as against consumption. 


Taple Vl - ineidgentally, 


those figures 


were taken from Country Calendar, as shown on January 5th. 


Table VI is also from Country Calendar and their source 


figures. 


is the Livestock and Meat Trade Report, 
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TABLE V 


Maritime Beef Production and Consumption 
(Heads of Cattle 


Maritime 

Production Consumption Deficiency 
N.Y 37, 000 79,000 -42,000 
No 37, 000 87,200 -50, 200 
En gieetls 33,500 16, 300 +56, 800 


-B.S. figures as quoted on Country Calendar January 5, 
1953. 

TABLE VI 
Meat and Beef and Cattle Prices 


Retail chain store prices - 1 1b. graded sirloin steak 
January 2, 1958. 


Winnipeg Toronto Montreal Halifax St. 
.89 95 89 oa ek 


Wholesale to retail price "B" "Brand Beef" 1956 (Average 


Weekly). 
Winnipeg Toronto Montreal Moneton 
63.50 36.00 Sebel! 37.80 
1957 Good Steers (Average Weekly Price) 
17.50 18.80 £5.95 18.00 


(Source Livestock & Meat Report - 


As quoted on Country Calendar, January 5, 1958). 


The fact that the Maritimes is a deficiency 
area in beef production, and in most meats, emphasises 
the unfair price spreads that are being maintained as 


between this area and Upper Canada. 


II - Milk and Dairy Products: If consumers of 
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whole milk claim that fluid milk prices are too high, 
they may need to recognize the high costs involved in 
processing, packaging and delivery, and the varying 
spreads existing under milk commission regulations in 
different markets. For instance, the spreads between 
bulk producer price and delivered to consumer as allowed 
in four key centres are in the Maritimes - per quart - 
Halifax 9.05 cents; Sydney 3.65 cents; Moneton 7.80 
cents and Charlottetown 6.45 cents. 

It is hardly possible to reduce the cost 
of processing. Packaging too is at or near a minimum 
in the light of consumer preference in relation to 
cost, and to cut delivery costs would require a 
degree of consumer co-operation not now present. 

For instance, consumers may, and frequently 
do, demand service at their convenience and not on a 
basis that would fit into the time of economic delivery 
OPeroutcine » Every second day delivery should now 
be practical, but a combination of consumer and 
labour resistance to it is present. 

The package and package costs -- The co- 
operative processor-distributor at Moncton has found 
that sales of milk in one-half gallon or gallon con- 
tainers is not popular up to this time and the 
cost of re-equipping plants with washers, conveyors, 
fillers, etc., to handle this size container is an 


obstacle to greater economy. Also many package sizes 
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add to distribution costs. 

Glass bottles are generally used for the 
distribution of milk. Paper containers are practical 
and satisfactory, except that the cost is excessive, 

As an example, a quart paper container will cost about 
2-1/3 cents. A quart glass bottle costs about 10 cents, 
but a glass bottle will last, on the average, about 

30 trips or a cost of one-third of a cent per trip. 

This leaves an additional cost of 2 cents per quart to 
package milk in paper. This, on the basis of today's 
distributor spreads, would be prohibitive. This in- 
dicates that package costs can be an important and 
limiting factor in reducing price spreads, 

The contention, based on our milk marketing 
experience, is that, considering services, existing 
price spreads are not excessive and to limit those 
services would require the co-operation of the consumers 
beyond any point they have yet as a group been ready 
to go. 

With the aforegoing considered, it can still 
be said that co-operatives in the whole field of dairy 
products have made savings for both producer and con- 
Sumer. For example, Co-operative Farm Services Limited 
of Moncton returned to butterfat producers one cent 
per pound butterfat bonus to all producer suppliers, 
plus another two cents per pound to shareholder members 
in addition to regular price and also allotted to the 


consumer section of their dairy-creamery operations the 
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regular consumer patronage dividends on any of these 
products sold through their store in their last completed 
business year. 

Other Maritime Co-operatives handling milk 
have shown an ability to narrow spreads - an article 
in The Family Herald of the first week in April told how 
Cape Breton Co-operative Dairies have narrowed the 
spreads and returned additional money to their pro- 
ducers, while both the capital co-operative of Fredericté 
and Carleton Co-operative Creamery, East Florenceville, 
N.B. has improved price conditions materiall* for 
their members. 

IIlI - Marketing Eggs: The experience of the 
Capital Co-operative Limited of Fredericton, N.B. 
marketing eggs indicates that the returns to their 
member producers are materially greater than would be 
the case if the co-operative was not doing the job. 

Table VII illustrates prices and margins of 
different trade classifications for the Fredericton 


market January 16th, 1958. 
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TABLE VII 
Ekegs - Unpackaged 

Grade Price to Wholesale Quotes received Producers 
Producers of Price to by Capital Coop. return if 

Capital Coop. Retail Store from packing sold based 

(Loose ) houses and on Column 

wholesalers ; 
1 2 3 = 2 


a 
A large 33¢ per doz. 43¢ per doz. 34¢ per doz. 27¢ per doz. 


A Med. 31¢ per doz. 41¢ per doz. 31¢ per doz. 25¢ per doz. 
A Small 27¢ per doz. 37¢ per doz. 30¢ per doz. 24u¢ per doz. 
B 31¢ per doz. 41¢ per doz. 31¢ per doz. 25¢ per doz. 
Quotation reference "Poultry Products Market Report", 
17/1/58. 
Broilers 
Broilers per 1b. 36¢ per lb. 45¢ per 1b. 39-1/2¢ per lb. 
33¢ per lb. 

Prices fluctuate -- spreads such as the above 
are not in effect at all times, but the table shows the 
producers’ benefit derived from marketing co-operatively 
at one time when the market was depressed. 

The policy of selling the member products 
at the best market price and then establishing the 
paying rate on those selling prices less operating 
margins, not only gives the producer a better return, 
but tends to reduce the price spread between the pro- 
ducer and the consumer. 

The general manager of Capital Co-operative 
Limited emphasized the point of narrowing the spreads 
through more direct co-operative action when he said 


in his report to the Annual Meeting 12/4/58: 
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"During the past year, we continued our 
marketing policy of selling as much of our 
production as possible directly to the retailer 
to try and minimize the spread betwcen the 
price paid to the producer and the price paid 
by the consumer. We have been following this 
system of marketing for the past 2-1/2 years 
and in view of the experience gained, we are 
confident that this type of marketing program 
enables us to pay a better price to our pro- 
ducers and also insures that we get our fair 
share of the potential market." 

IV - Co-operatives reduce price spreads: The 

practice of returning to producers or/and consumers 

the savings which result from any co-operative's operation 
has the effect of reducing price spreads as between them 
and in the final analysis results in performing the 
services involved at the cost of those services, 

To illustrate this point further, we will 
trace an item through several co-operative organizational 
steps. 

An example of Maritime Co-operative member- 
ship and structure is as follows: 

Individual people, over 2,000, belong to 
the retail - Co-operative Farm Services Limited of 
Moncton, N.B. This organization, together with some 
200 other corporate groups, covering the three Maritime 


provinces, are shareholder members of the wholesale - 
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Maritime Co-operative Services Limited. This Maritime 
Co-op is in turn a member of the Canada wide jobber- 
processor organization - Interprovincial Co-operatives 
Limited, head office Winnipeg, Manitoba which is made 
up of provincial co-operative wholesales from coast to 
coast. 

One consumer item handled is wheat flour. 
This is milled in the Saskatchewan Wheat Pool Mill at 
Saskatoon, The mill is owned by the Co-operative Wheat 
Producers of the province. After manufacture, the flour 
is distributed across Canada by the co-operative chain, 
as outlined in the previous paragraph. 

If there is a milling earning, it is credited 
to the wheat producers; if there is a distribution earnin . 
it is credited to the people in the local co-operative 
who consume or use the product. Interprovincial credite 
their surplus savings to Maritime Co-operative Services 
Limited in proportion to business done. Maritime Co- 
operative Services Limited credited Co-operative Farm 
services Limited with their portion of its surplus 
and the members of that local organization were in turn 
credited with their portion of the cumulative savings 
thus acquired. 

In the last business year of each of these 
co-operatives the percentage earnings credited to 
each member in sequence in the classification in which 
flour would be were - Interprovincial 0.22 per cent, 


Maritime Co-operative Services Limited 3.05 per cent, 
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Co-operative Farm Services Limited 2.50 per cent. 

To clarify this point further, these three 
co-operative steps credited their respective members 
on all business classifications with the following 
savings - 


Interprovincial Co-operative Ltd. Total $168,854.27 
To Maritime Co-operative Services Ltd. 13,828.61 


*Maritime Co-operative Services Ltd.Total 146,888.24 
To Co-operative Farm Services Ltd. 17 , 345.02 


Co-operative Farm Services Limited 31,692.15 
*In addition to moneys allotted to reserves, interest or 
share capital and income taxes and while one organization 
in each classification only is used to illustrate; the 
principle applies to all. 

V - Packaging and price spreads: The same 
series of co-operative organizations, as was used to 
illustrate the general narrowing influence on price 
spreads in the case of wheat flour, is active in the 
processing or/and distribution of many food products, 
and in the main the interest or approach is from the 
consumer angle. 

In the experience in the grocery distribution 
field, it is of real concern to co-operative planners 
to witness the extent to which fancy package and 
something-for-nothing appeals have displaced efficiency 
or an economy objective in purchasing. 

What can be done, for instance, when the 
best of natural foods - such as rolled oats or wheatlets 


can be purchased in good five-pound packages at about 


OINVLINO ‘OLNOWOL 
‘d1i1 ‘OD ® 3SNOHENOLS 'SNONV 


MUAH 


L— 
F 


ut 


zs 1767 3 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Mr. McEwen 


10 cents per pound, but the big sale of these articles 
is in one or two-pound boxes, often containing some 
catchy low value premium, but the food product costing 
20 or more cents per pound. 

Vinee Lunny, writing for the front page of 
The Financial Post 29/3/58 has his article headed: 
"Blame the Housewives for Rising Food Price Tags", and 
heads the list of reasons for rising food costs with - 

"Housewives continue to demand more pre- 

pared and semi-prepared foods." 

It is in the field of consumer education 
that the co-operatives and the Canadian Association of 
Consumers have to struggle against a plethora of ad- 
vertising that appeals to every emotion except common 
sense. Truly here common sense is not too common. 

It could be said in connection with merchan- 
dizing today that the way to sell is to put the cheapest 
possible article in the most expensive possible pack- 
age with the most elaborate advertising and with the 
greatest possible appeal to peoples' belief in magic 
or desire to get something for nothing. Then price is 
no obstacle, and price spreads of no significance. 

Multiplicity of Brands: This is another fiel 
in which the consumers are caught in a wilderness of ad- 
vertising and the merchant is forced into a position 
of having to maintain a great deal of duplicated in- 
ventory with extra costs of space, money, insurance and 


obsolescence. 
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The co-operative's effort towards a solution 
is the maintenance of their own CO-OP label and an edu- 
cational drive directed towards the consumer, who in 
this case is a part owner of the business, indicating 
the economies involved in deciding on one good line of 
any product suitable for their needs and encouraging 
the use of it with a minimum of costly fanfare or 
publicity. 

VI - Income Tax and the Co-ops: There is one 
item in the income tax regulations that works against 
the full payment or allotment of surpluses to patronage 
dividends. Section 75(3), says - I do not know whether 
to read this or not, because anybody reading the legal 
phraseology of the Income Tax Act seems to get lost 
more than ever, However, the co-operative is not allowe 
to reduce the surplus of co-operative dividends below 
3 per cent of the capital line in a business year, 
except there is a certain amount of interest other than 
bank interest and other financial institutions, so 
it is 3 per cent below which they are not permitted 
to reduce the surplus from patronage dividends that 
the objection is to. 

(14-555) Limited by Reference to Capital Em- 
ployed: 

"Where the deduction of an amount 

under subsection (1) or (2) would result in 
the taxpayer's taxable income for the taxation 


year (before deduction of any amount under 
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"Section 27 in respect of business losses) being 
less than the amount by which 
(a) 3 per cent of the capital employed 
in the business at the commencement of the 
year, 
exceeds 

(bo) the interest, if any, paid on borrowed 
moneys (other than moneys borrowed from a bank 
incorporated under the Bank Act or from a cor- 
poration or association described in paragraph (k) 
of subsection (1) of Section 62) and deductible 
in computing his income for the year, the amount 
that may be deducted under this section is such 
as will leave the taxpayer with a taxable in- 
come (before deduction of any amount under 
Section 27 in respect of business losses) equal 
to the excess". 

The removal of this regulation would permit 
of reducing business price spreads to the full extent 
of any co-operative's surplus through patronage 
dividends. 

VII - General Influence of Co-operatives: 
Our contention is that the influence of co-operatives 
in marketing on behalf of producers and purchasing on 
behalf of consumers does tend to eliminate unnecessary 
or undesirable spreads and the fact that the objective 
of the co-operatives is to perform such services at 


cost has great significance. The cattle-beef story 
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does show some such effect, but leaves much still to 
be done. As to furnishing proof of repeated or 
continual spread narrowing, this is not easy or may 
not be possible as the co-operatives' effect extends 
to all involved in any business activity in which they 
are operating, rather than being confined only to 
members. This point can be illustrated by quoting 
from Dr. B.H. Hibbard's book "Marketing Agricultural 
Products." Dr. B.H. Hibbard was Professor of Economics 
at the University of Wisconsin when the book referred 
to was written. In the chapter outlining the rise 
and fall of the Grange, he had this to say: 

"Attempted too much - When the big re- 
ductions in the cost of the supplies were 
effected the victory was too easily bene- 
ficial to all without respect to membership 
in the Grange. Then, after prices had been 
cut in two, it could not be done again. 

Those who joined weeks later were unable 
to see wherein they had profited ...." 

The experience of having the benefits extend 
beyond the members who carry the expense and organizational 
load, as in the Grange almost a hundred years ago, has 
been repeated as often as co-operatives have entered 
a business field. It was experienced by the Maritime 
Co-operative organization of the 1930's, when on the 
occasion of and during the time involved in moving a 


cargo of flour ana feeds from Montreal to the Maritime 
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ports of Pugwash and Pictou the general trade prices 
in the Maritime area were reduced by $4 per ton on 
mill feeds and by as much as $1 per 98-pound bag of 
flour with no price change in the basic supply market. 

It is pertinent to contend, therefore, that 
the beneficial influence of co-operatives, in the 
business fields in which they operate, cannot be limited 
to any margins that prevail after their entry into that 
field, as there is a tendency to level out wide price 
difference where they did exist initially. 

VIII - Royal Commission Findings: A further 
indication of the desirable influence of co-operatives 
in marketing and purchasing are the findings of a whole 
series of Royal Commissions over the last 30 or more 
years, of which the following are examples. 

In Nova Scotia in 1953, the report of the 
Inquiry Committee on United Fruit Companies of Nova 
Scotia contains this paragraph under proposals for re- 
organization - 

"There appears no justification for 
depriving United (that is United Fruit Com- 
panies) of the advantages of the best co- 
operative structure available. Thought 
should be given to broadening the Nova 
Scotia Co-operative Associations' Act in 
order to include United Fruit Companies.’ 

Other Commission Reports -- From the Report 


of the New Brunswick Committee on Reconstruction in 
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1944, Chairman Norman A.M. MacKenzie, has this comment: 


"Co-operative enterprises have played 
an increasingly important role in the develop- 
ment of New Brunswick agriculture during the 
past two decades. It is essential for the 
future welfare of the industry that the con- 
tinued development of such organizations be in 
no way impeded." 


In 1930 the Report of the Royal Commission 


on the Apple Industry in Nova Scotia, Henry M. Tory of 


Ottawa Chairman, contains the following - 


"That its (Consolidated Fruit Companies 
of Nova Scotia) objects should be (a) the 
marketing on a co-operative basis of the apples 
grown by the companies! members; and (b ) the 
marketing and manufacturing on a co-operative 
pasis of products from such fruit.” 


And so it is with the Royal Commissions on 


Maritime Claims, 1926, Sir Andrew Ray Duncan, Chairman; 


the Report of the Royal Commission on Investigating 


Fisheries through the Maritime Provinces 1928, A.K. 


MacLean, Ottawa, Chairman; the Report from the Royal 


Committee, Provincial Economic Committee, Nova Scotia, 


1934, Professor John Barry Jones, Chairman; and the 


Royal Commission on Price Spreads in 1935, W.D. 


Kennedy, Chairman. All of these have similar comments 


relative to the importance of co-operatives in the 


fields then being investigated. 
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IX - Investigation Limitations: The terms 
of reference limit the inquiry by the Commission to 
the actual price spreads as between producer-consumer 
in agricultural foods and fishery products, but it 
should be recognized that the cost of vocational goods 
for the agricultural industry, or for fisheries, may 
be excessive and when so has a material effect on 
final prices and price spreads of the resulting food 
products. 

It would seem that we cannot escape the fact 
that the cost of such vocational goods as fertilizers, 
machinery, including rubber goods for autos and tractors, 
rope, paint and building materials, concerning some of 
which a series of investigations has disclosed collusion 
in maintaining higher prices for such products than the 
public interest warrants has had a detrimental effect 
on the primary producers income. We would claim, 
therefore, that, while the scope of this present inquiry 
does not extend into these supply fields, what happens 
in those fields is very important to the economics of 
agriculture and fishing and the resultant cost of 
food products. 

Summary : I. Cattle bring less money to 
producers, while at the same time retailers and consumers 
pay more for beef, and there is a deficiency of pro- 
duction in relation to consumption of cattle and beef 


in the Maritime provinces. 


Recommendation: In view of the margins being 
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Ww 
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maintained by the trade as between Maritime and central 
Canada on cattle and beef prices and as these are pro- 
tected to a considerable degree by transportation 

costs if cattle are shipped out, all forces interested 
in the welfare of producers and narrower spreads need 
to combine to assist the co-operatives to enroll the 
volume of stock that will permit of erasing these un- 
desirable spreads. 

(2) These references are to the divisions 
in the brief. 

imTA Co-operatives have modified price 
spreads in dairy products distribution, but each organ- 
ization is subject to the commission price ruling that 
applies to their area in whole milk. The contention is 
that further narrowing of milk distribution spreads re- 
quires a greater degree of consumer co-operation than 
is usually present. 

ia a eee Egg marketing - Trade margins may 
tend to be too wide on occasion and co-operative effort 
by and on behalf of the producers is helpful in 
correcting this tendency. 

Recommendation - II and III: Consumers 
should be encouraged to study and join the co- 
operative movement and through that medium work as a 
group for greater efficiency or/and less waste in the 


distribution processes. 


Iv. Co-operatives help to reduce price 
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The individual members thereof re- 


ty 
taining control of the various steps of commercial or- 


ganization into the marketing or merchandizing fields; 
Returning to the individual members in 


2) 
the form of patronage dividends any surplus over the 


cost of doing the business involved; 
Extending this beneficial influence 


3) 
beyond their own membership so that all those working 


in any line of business will share the benefits. 
Co-operatives should have 


Recommendation: 
the benefit of full and unprejudicial access to the 


supplies of industry and should have the protection of a 
Act based on proven 


Federal Co-operative Associations'! 
co-operative principles and practices in order to 
influence further the narrowing of food price spreads, 

reason- 


or endeavouring to maintain, 


while maintaining, 
able and adequate returns to the primary producer. 
Packing, advertising and give-aways in- 


MSS 
The co-ops endeavour to modify 


crease price spreads. 
or correct any undesirable influences involved in 


pressuring consumers, and to reduce duplication by the 


The educational forces 
and National 


use of their own co-op brand. 
such as CIBC: 


Recommendation: 


available to the Government, 
Film Board, should be used to the fullest extent pos- 


sible to promote sound consumer education on product 


knowledge and economy and efficiency in buying. 
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VI. Co-ops believe the income tax regulation 
re 3 per cent operating capital is undesirable and 
prevents the full allotments of surplus to those 
patrons who through their business made that surplus 
possible. 

(Income Tax Regulations Section 75(3)). 

Recommendation: The 3 per cent operating 
capital clause restricting the distribution of patronage 
dividends should be withdrawn. 

Ge The favourable influence of co- 
operatives on margins or price spreads is not or cannot 
be confined to their members. 

Recommendation: Information only. 

VIII. Royal Commission Reports support co- 
operatives and indicate their desirable influence on 
business and business margins. 

Recommendation: Information only. 

IX. The cost of vocational goods, though out- 
side the scope of the inquiry, may have a considerable 
influence on producer costs, middleman margins, or price 
spreads. 

Recommendation: That recognition be given 
to the importance of the cost of vocational supplies used 
by primary producers of food. The objective should be 
the improvement of the efficiency and economic position 
of these producers and at the same time to supply 
the consumers without undesirable exploitation. 
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appreciation of the co-operative people involved in 
the presentation of this brief for the opportunity to 
do so, and we hope that the whole Commission effort 
may prove most beneficial to the people who pay whatever 
price spreads there are. 
THE CHAIRMAN: Thank you Mr. McEwen. Mr. 
MacKichan has a few questions he is going to ask you. 
COMMISSIONER MacKICHAN: Just a few questions 
Mr. McEwen. Possibly, though your brief is quite clear, 
probably you might give us quickly and briefly just 
the physical and constitutional set-up of Maritime Co- 
operative Services. You will notice that I use the 
word "briefly". I don't want to limit you beyond being 
clear, but possibly you have some other dates to meet. 
MR. McEWEN: IT think that particusiar para 
graph in the brief indicated the Maritime organization 
4s composed of merely a federation, a shareholder 
federation of a couple of hundred or more co-operative 
organizations in the Maritime provinces, and as in- 
dicated also, these local co-operatives get their 
membership of individual people, they in turn federated 
with the Maritime organization to do jobs that they 
figured they could do better in a bigger field, and 
then across Canada -- we are only treated as one 
province down here, the Maritimes with the other 
provinces across Canada are federated into Provincial 
Co-operatives Limited to get the national set-up. Is 


that what you had in mind? 
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COMMISSIONER MacKICHAN: That is good. Your 
control? 

MR. McEWEN: The control as far as our or- 
ganization is concerned, there is no co-operative 
association act, Federal co-operative association act, 
and since we were overlapping more than one province, 
we organized under the Canadian Companies Act with 
certain co-operative features written into the con- 

St. tueion. We are therefore operating under the 

Join Stock Companies Act, and the control is through 

the shareholder members, it is one member, one vote plus, 
in the case of a bigger organization, they can have a 
delegate representation up to a limit of five. 

COMMISSIONER MacKICHAN: I think that clears 
that. 

THE CHAIRMAN: What actual services do you 
perform? 

MR. McEWEN: The fields in which we operate 
while we are in both marketing and consumer fields, 

Mr. Grant, who is with me, is in charge of marketing 
division which is referred to in the livestock in 

this report, in the marketing of livestock, and 
certain workings with the Co-operative Wool Growers 

in the marketing of wool. The Wool Growers is the 
main body,that we perform some services for in the 
Maritimes, and in what we term the vocational supplies 
or consumer field we manufacture and distribute feeds, 


and back to obtain supplies, fertilizers and feeds, 
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and things of that kind for agricultural people, and 
operate a grocery wholesale for the consumer field. 
Broadened out plenty, we are in the insurance business 
too. 

COMMISSIONER MacKICHAN: Probably a word 
on that feed mixing business, as we are running into 
grain in the West, the suggestion, along with other 
remarks there, you might comment on the suggestion that 
we might have a two price, one price for domestic and 
one for export. 

MR. McEWEN: Well incidentally we don't like 
that aded.. We encounter some problems in that 
particular field in that there is an export rate on 
the grain -- this is feed grains we are 
thinking of -- whereby the grain can be moved to a 
Maritime port for about half what 4t could be moved to 
the same port for domestic use. 

That is because there is a surplus of grain 
and they have to get it out of the country in order Ve 
move that surplus. We do not want to quarrel with 
that too much, but nevertheless it means that we cannot 
at any time develop the use of that product and compete 
with people who are buying it in the overseas market, 
We cannot produce beef or mutton or anything else 
and compete with that because the other fellow is 
buying his feed grain cheaper than we are. 


THE CHAIRMAN: I think I should point outtha 
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in the particular representation we have referred 
only to wheat for human consumption. 

MR. McEWEN: Well we are consumers down 
here too. 

COMMISSIONER MacKICHAN: The services that 
you render in the mill feed business; have you a word 
about that? 

MR, McEWEN:; Well, when you say mill feeds, 
i take it it is feeds for the livestock industry or 
DOULUTY « 

COMMISSTA@NER MacKICHAN: Yes. 

MR, McEWEN: This organization,as has been 
noted, is owned by its sharehold members and it gets 
right down to the people who use these products, The 
result is that we treat it as our responsibility to 
produce the best foods we can and get them distributed 
as economically as possible and we are endeavouring to 


eel Gacy field as best we can. 
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Incidentally, that part of our business is 
the biggest volume item we get. That is the big end 
of our grain materials, which is a big item, eomes from 
the West, and then the other items, such as protein 
feeds or the by-products and so on, that go into that, 
they come from wherever we get them. A considerable 
amount of fish meal, a considerable amount of meat 
meal as well as vegetable proteins. 

COMMISSIONER MacKICHAN: You have modern 
equipment to handle those products. 

MR. McEWEN: Yes. Many people would be 
more interested in seeing that than the food show, I 
think. 

THE CHAIRMAN: Do you approve of the 
Freight Rate Assistance Act? 

MR. McEWEN: Yes, we do. Freight rate 
assistance on feeds? 

THE CHAIRMAN: Yes. 

MR. McEWEN: Well, to us, that gives us 
a sort of equal break pretty well with the rest of 
Canada in the production of animals. We have to -- 

I think this is a fair statement -- bring any fertility 
in one form or another, either as chemicals or as 

feed. As long as the West is exporting its fertility, 
we want some of it. 

COMMISSIONER MacKICHAN: There is a common 
expressjon that you cannot have it both ways, but in 


the West one of the priefs indicated that under 
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certain types of business you could have it three ways, 


but here you seem to be able to do something abcut 
standing in between the producer 


having it two ways, 
and the consumer, and distributing to both sides. 
When I was reading the brief I made a note 
I think we will leave that until we 


at page 2 there. 
From page 2, 3 over to 


get over to where you indicate the spreads are, and on 
I am going to demon- 


the narrowing of spreads. 
at the middle of page Q9, 

strate that :this Commission is very co-operative in 
and the honour of 


page 9, 
dividing the work of questioning, 
One of my colleagues will take that 


asking questions. 
When we go over to page 9, about the middle 


section on beef and eggs. 
we come to this distribution of inter- 
Would you 


of the page, 
graded co-operation that you have here. 
Under the heading 'Co-operatives 


make some comment on these next two pages? 
MR. McEWEN: 
reduced price spreads"? 
COMMISSIONER MacKICHAN: That is right, 
Now we are really getting into where we are 


there is considerable 


yes. 
Well, 


interested here. 
MR. McEWEN: 
detail in the paragraphs there as to the structure 


and we followed through from the individual people, 


who are the owners of this structure -- we followed 
through as to how they can participate in the earnings 


of the organizations; how they can retain control 
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and participate in the earnings regardless of how high-- 
if I might use that term -- the structures goes. 

I have illustrated there for example, only 
the Inter-provincial Co-operative at the national 
level. We are also a member of the National Co- 
operative in the United States. There was a return 
from there as well. We handled certain products 
for the National Co-operatives, which is an organ- 
ization somewhat similar to the Inter-provincial, in 
the United States. We are a member of that organ- 
ization, and there was a return there, which all 
helps, and it gives in the final analysis, the returns 
given to the people who use the product, 

In the case of National Co-operative it is 
appliances largely and milking machines. 

COMMISSIONER MacKICHAN: Now, you would agree, 
of course, that there are legitimate charges and un- 
avoidable charges in all these processes? 

MR. McEWEN: Well, there are middlemen 
services to be performed. You have to -- you cannot 
perform them without a cost. 

I think our contention would be that it is 
not a case of eliminating anybody in there, but 
controlling them. 

COMMISSIONER MacKICHAN: And reducing costs 
to essentials. 

MR. McEWEN: That is right. 


COMMISSIONER MacKICHAN: Now, page 11, would 
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Mr. McEwen 


you consider that I was making the understatement of 
the year if I were to say you do not entirely approve 
of the fancy packages and all that sort of thing? 

MR. McEWEN: Well, there is a tremendous 
amount of confusion can get into that. Certainly the 
package is popular. I think that it is definitely over- 
done’. I think that the buyer is to quite an extent 
victimized because they do respond to a type of 
packaging and I think that there is a real need for 
giving a good package, and a useful package and attractiye 
package, and still eliminating quite a bit of the super- 
ealitives that are there. 

COMMISSIONER MacKICHAN: Under income tax 
in co-operatives, I realize that the wording is legal 
and all that; but you made it pretty clear, bolling 
it down. In another brief presented to us, the 
statement was made that co-operative are using.this 
escape mechanism to avoid paying income tax. 

MR. McEWEN: Well, it is not an escape 
mechanism at all. Co-operatives were designed to 
perform business at cost, and if funds are in their hands, 
and accumulated and distributed to the people that 
use the goods and services -- if it isa producer 
he gets that money. He has to include it in his 
tax statement. If it is a consumer he has 
already paid taxes for it, if it is a grocery item 


or something like that. If it is vocational goods, 
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al 


he has to respond to that as income tax, 
iG 18-8. tax 


COMMISSIONER MacKICHAN: 
dividend on marketing, and goods marketed which is all 


he has to declare in his income tax return. 
That te LLent. If the co- 


MR, McEWEN: 
and does not 


operative is dealing with non-members, 
that is taxed. They are 
In 


distribute the surplus, 
just as subject to tax as any other business. 


fact, if any other business wants to follow the 
as the co-operative, they can distribute 


same course 
They have to declare their in- 


their surpluses. 
By an advertisement. 


tention to do so. 
COMMISSIONER MacKICHAN: 
They can follow exactly 


MR. McEWEN: Yes. 
the same course so there is no special privilege in- 


In fact this 3 per cent item we consider 


volved. 
4g a little bit of a special privilege the other way. 
You just cannot 


COMMISSIONER MacKICHAN: 


reduce your surplus beyond 3 per cent of employed 


capital at the beginning of the year. 


MR. McEWEN: Yes. 
What is the per- 


COMMISSIONER MacKICHAN: 


our non-member business 


Well, 


centage of non-member business? 
McEWEN: 
You have to 


MR. 


takes down the distributed surplus. 
pay taxes on it before you would distribute any of 
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aie Mr. McEwen 
COMMISSIONER MacKkICHAN: And now, in the 


latter pages you have enumerated the suggestions on 
Royal Commissions through from 1926 to very recent 
dates, you have quoted the names of the various people 
that took part in those commissions, and I hope when 
our children's children are revealing events in years 
to come, I do not expect that price spreads will have 
departed, and this Commission will have its nitch 

in that catalogue of fame of famous people. 

Over on page 19 on the last paragraph of 
recommendations you mention that the objective should 
be improvement of efficiency and the economic position 
of those producers, and at the same time to supply 
the consumers without undesirable exploitation. I 
was wondering whether there was any exploitation that 
you figure was desirable. 

MR. McEWEN: You know what Barnum said? 

COMMISSIONER MacKICHAN: I think those are 
all the questions I have, Mr. Chairman. 

THE CHAIRMAN: Perhaps Commissioner Drummond 
will ask some questions about beef cattle and egg 
sections. 

MR, McEWEN: I would like Mr. Grant to take 
that because he is working with that more closely than 
I am. 

COMMISSIONER DRUMMOND: Perhaps Mr. Grant, 
you might begin by giving us a brief outline of the 
arrangements under which you undertook to handle 


livestock including beef cattle? I am referring 
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specifically to your marketing board arrangement, and 
perhaps we should be clear on that before we talk 
about the details. 

MR. GRANT: Well, Mr. Chairman, probably I 
should begin by saying there are approximately 70 live- 
stock shipping clubs scattered throughout Nova Scotia 
and New Brunswick that have been functioning, many of 
them since 1927, and some previous to that when the or- 
ganization was set up. The livestock comes to us 
through these groups, the farmers in each area set up 
their own local group, and we act as a central selling 
agency, hogs, lambs, calves and cattle are all 
handled in varying degrees, and also as I have mocntioned 
some other products have been marketed from time to 
time. In so far as marketing boards are concerned, 
it is a relatively recent innovation and it is confined 
strictly to hogs in Nova Scotia and in New Brunswick, 

I should point out that our organization does not 
operate in Prince Edward Island. The Hog Marketing 
Board was set up in Nova Scotia in 1951, in New 
Brunswick in 1952 -- I may be a year or so out there, 
because I am speaking from memory, but it was about 
that time. We are acting as a marketing agency for 
the Hog Marketing Boards both in Nova Scotia and 

New Brunswick. As far as other kinds of livestock 
are concerned, there is no marketing control on them 
in any way. 


COMMISSIONER DRUMMOND: In acting as the 
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Mr. McEwen 


central selling agency, in respect of hogs, I presume 
the central objective there is to get into a position 
where you can direct the last hog into the most 
remunerative channels, that is, to the highest paying 
buyer? 

MR. GRANT; That is correct, and with 
the shortest haul, and maximum car lots or truck 
lots so as to avoid repetition of expense along with 
erop killing as well. 

COMMISSIONER DRUMMOND: How many buyers 
are there in that area? 

MR. GRANT: Well, the Hog Marketing Board 
is not attempting to work with relatively small buyers; 
in fact, our organization did not when it was functionin 
prior to acting as agents for the Board, we confined 
our selling pretty well to the larger packing plants 
and the larger killing plants and largely that is 
two large packing plants and one or two smaller ones, 
and a municipal abatoir in Saint John where selling 
is done to several people. 

COMMISSIONER DRUMMOND: So you do have sever@l 
alternative outlets? 

MR. GRANT: Oh, yes, and of course when 
occasion demands, we have moved outside the Maritimes. 

COMMISSIONER DRUMMOND: Would that be 
fairly regularly or is that the exception? 


MR, GRANT: Moving outside? 
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COMMISSIONER DRUMMOND: Yes. 

MR. GRANT: Well, when there was a price 
spread and prior to the time that we get control of 
a substantial percentage of the hogs we were forced 
to move a good many hogs out of the Maritimes. That 
is still true as far as cattle are concerned, but 
4% is not as far as hogs are concerned, because we 
have been getting as high a price in the Maritimes 
as in any part of Canada. 

COMMISSIONER DRUMMOND: That to me is a 
very significant thing, you are getting generally 
speaking as high a price for yor hogs here as else- 
where but that does not apply in the case of beef? 

MR. GRANT: Very definitely not. 

COMMISSIONER DRUMMOND: What would say 
was the main explanation of a different result? 

MR. GRANT: Well, that could be a long story. 
Probably we had control of a large percentage of the 
hogs prior to setting up the boards because the 
Provincial Department of Agriculture had not put 
a quality bonus on, and it was only paid when the 
hogs were shipped through a local farmer's shipping 
club, and prior to the setting up of boards that 
drew almost 100 per cent, 95 per cent of the hogs 
to the shipping clubs, so that we did not have when 
the boards were sev Up. Tt was a matter of continuing 


that program. As far as cattle were concerned, 


[ om chere was nothing of that measure attempted, and 
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PF 


and it would not be easy to do it because there is 


such a wide range of quality in cattle, so that type 


of thing was not attempted at any time, and our or- 
ganization all through the years never had control 
or the marketing of anything beyond perhaps 10 per 
eent, 15 per cent or 20 per cent of the cattle. 

COMMISSIONER DRUMMOND: Would you think, put 
it this way, in the case of hogs, the quality of your 
hogs compares very favourably with those in any other 
part of Canada, very favourably I would say, but in 
the case of beef on the average would that be true? 

MR. GRANT: Oh no, it is not true with 
beef, but at the same time you can take the grades that 
we do produce, and the price is still low. For 
instance the commercial or today the standard or 
the < grade, the price on that grade is still sub- 
stantially low on the market. 

COMMISSIONER DRUMMOND; In respect to the 
deficit for the whole Maritimes say in respect to red 
meats, what is the deficit in the case of hogs compared 
with the deficit in the case of beef cattle? 

MR. GRANT: I haven't the figures on the 
hogs right here, but I expect it is not much different 
from cattle. It 1s about I think -- we produce 
48 per cent for our requirements in beef, and I 
think that likely hogs are about the same, or they 


could be greater. 
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COMMISSIONER DRUMMOND: On page 2 you 
speak in the second paragraph in respect to the 
cattle beef story here, "During the early portion 
of the shipping time, there was the unusual occurrence 
of having price advances in the Maritimes, due, we 
believe, to these shipments being made, while 
Montreal had declines as can be noted in Table I," 

The word to me that is significant is the word 
Munusual", I just wondered how unusual thet is. 

MR. McEWEN: That is coupled with the 
drop in Montreal at the same time. 

COMMISSIONER DRUMMOND: It was. Is there 
anything further you would like to add there? 

MR. GRANT: Yes there is this one point, 
that refers to the period in 1951 when we first began 
to move livestock to Montreal. I have a statement 
here showing the individual animals in some 25 or 
30 cars of livestock which went out with the dressed 
grade, and all the details in Montreal and the price 
differential and all the rest of it, and the reference 
that is made there is to the effect that on the first 
car we moved out, for instance, there was approximately 
$900 additional revenue received on that. We had 
to pay about $200 extra for freight, so we had about 
$700 to be paid back to producers. 

We went through the next two months 
following that, and we shipped something like 25 


or 30 cars, and as mentioned here in the case of 
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the drop in the market in Montreal we were on a 
rising market because these cars were going out 
and getting some publicity, and that is what is 
referred to, so that towards the end of the period 
instead of having $900 gross over at the time, we 
just had about the freight over, so that kept ex- 
panding and contracting. 

COMMISSIONER DRUMMOND: The fact that 
you sent out 26 cars in this relatively short period, 
would that not have an adverse effect on the volume 
situation in the Maritime plants? 

MR. GRANT: It would have some. Publicity 
would do more than that, because that would be a very 
small percentage. 

COMMISSIONER DRUMMOND: It would. In any 
case, there was a desire to try to prevent -- 

MR. GRANT: Oh yes. 

COMMISSIONER DRUMMOND: -- all of the stuff 
going to Montreal. The reason I was concerned about 
that statement was this: that throughout the brief 
you stressed the beneficial effects of co-operative 
action by means of returning the dividends and so 
forth. Iam thinking also of the purely competitive 
effect, possible effect on the price, whether it is 
paid by your organization or any one else due to the 
fact that you are inclined to operate in competition. 


I wondered how this figured in. 
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MR, GRANT: I think the crux of the thing 
is in so far as hogs are concerned, we had volume 
through the method which I described which we have 
never been able to get in cows and cattle. In fact 
what we mention here, the spread of cows is even 
wider than cattle. 

COMMISSIONER DRUMMOND: On this whole 
matter of volume, I notice you mention towards the 
end, I think it is on page 17 near the top where you 
stated that: 

"In view of the margins being main- 

tained by the trade as between Maritime 

and central Canada on cattle and beef 
prices, and as these are protected to a 
considerable degree by transportation costs, 
these cattle are shipped out, all forces 
interested in the welfare of producers 

and narrower spreads lead to combine to 
assist the co-operative to enroll the 
volume of stock that will permit the 
erasing of these undesirable spreads." 

Now the point I am concerned about is the 
significance of volume. I am wondering whether or 
not the lack of volume has been a factor in several 
ways. Might it have had something to do with the 


transportation rates charged for one thing? Would 


that be possible? 


—— MR. GRANT: Well, if you can get a carload 
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of cattle your transportation is -- if you only have 
ao nead or have a car you are in trouble, but it is 
not, it should not be a major problem to get a car. 
The problem is to get car lots at one particular 
loading point, but once you get the carload trans- 
portation charges, you can't get them any lower. 

COMMISSIONER DRUMMOND: What about this 
other point where you state that the prices charged 
for beef products here in the Maritimes are higher 
even though it is a deficit area? Would this price 
be higher partly because the wholesalers and retailers 
that handle those products have not sufficient 
volume? 

MR. GRANT: The percentage which has to 
come in from outside the Maritimes would naturally 
have to sell at Montreal plus freight. I expect 
that there are some costly methods of accumulating 
cattle here which can also make -- a good deal of 
buying is done with small trucks going from door 
to door. It is a very expensive system, and I 
might add why producers put up with it, but that 
is a matter of education which we have not been 
able to counteract. 

COMMISSIONER MacKICHAN: You run into 
that in the big producing areas in the West too. The 
same thing exactly. 

COMMISSIONER DRUMMOND: Now on page 5 you 


summarize the experience in connection with marketing 
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in beef, and state two illustrations, two points, 
first "The gains on behalf of the producer as made 
by the co-operative's activity, and (2) the margins 
that still prevail and that co-operative organization 
as now existing, has not been able to eliminate." I 
am thinking about number two, the margins that still 
prevail. Have you any thought on how those might 
be eliminated? Is there any further action along 
co-operative lines that would prove helpful? 

MR. GRANT: Well we certainly are doing 
our best I hope to encourage producers to provide 
us with volume to do these jobs. One of the problems 
is, and I expect that you meet this wherever you go 
throughout Canada, that farm people are isolated 
and it is not easy to get them to work together. 
They work alone largely, and that is their vocation. 
When it comes to labour people they work closely 
together and industry is concentrating in the larger 
areas so that either labour or industry can get to- 
gether much easter than rural people, so that is 
one of our major problems in getting a better under- 
standing of the problems. 

COMMISSIONER DRUMMOND: If you had that 
better understanding your feeling is that a lot 
more farmers would voluntarily decide to market 
through your organization? 


MR, GRANT: Oh yes. 


. =a COMMISSIONER DRUMMOND: And it would give 
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you the increased volume, give you the extra bargaining 
power, 

MR. GRANT: Here we have on the 6th of 
April standard beef the best price we have been able 
to get in the Maritimes is $36.75, and yet on the 
Montreal market it is selling for the equivalent of 
$41.98, and certainly if producers understood that 
properly they would naturally want to get the 
huehner price, and)particularly in view of« the: face 
that we are in a deficiency area here we certainly feel 
we are entitled to it. 

Now the problem is that there are a great 
many more other people doing educational work in 
their own particular line than they are doing edu- 
cational along our line, so you have five or ten 
other types of people contacting producers direct, 
and putting across their particular type of educational 
program which to date has been more effective than 
ours. 

COMMISSIONER DRUMMOND: On this general 
matter then, it is your contention that the same 
grade of animal normally sells for considerably less, 
very considerably less at Maritime plants than in 
Central Canada? What do you feel are the reasons for 
that? Is it a matter of insufficient volume in 
processing plants here? Is it a matter of lack 
of competition between the buyers here or is it a 


combination of things? 
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MR, GRANT: I expect that people have 
grown up to be used to the patronizing collection 
system which is very costly and very expensive. 

I suppose that the packing plants have to 
lend themselves to that too, and generally the cost 
of collections are much higher than they need be; but 
at the same time there is a lack of understanding on 
the part of the producers as to values, and buyers are 
skilled, and largely the smaller producers are not 
skilled in appraising values, so that therefore the 
scales are largely inequal in that respect, and largely 
our producers to quite an extent are small producers. 

COMMISSIONER MacKICHAN: As "buyers", 
you have in mind what we ordinarily call drovers. 

MR. GRANT: Yes, farm to farm, 

COMMISSIONER MacKICHAN: Farm to farm 
drovers. 

COMMISSIONER DRUMMOND: Have you any idea 
how the general operating costs of packing plants in the 
Maritimes compare with those say in Montreal or 
Toronto; in regard to labour costs and things like 
that? 

MR. GRANT: I would not have very much 
information on that. 

COMMISSIONER DRUMMOND: You feel in general 
they would be lower? 

MR. McEWEN: Well, I would expect that 


they would get perhaps more work done here, I don't 
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know -- and perhaps the general scale of wages would 
be somewhat lower, 

COMMISSIONER DRUMMOND: I was wondering 
about what packer costs might account for the higher 
processing costs. The only one I can think of is a 
smaller volume. Do you think that is significant? 

MR. GRANT: Well, a good many years ago Il 
expect that the volume that they had in the plants 
here was a very serious handicap. If I were just to 
hazard a guess, I would say the volume today should 
be, with home butchering dropping off greatly -- the 
volume should not be a handicap in that respect, a 
serious handicap, because after all when you get beyond 
a certain size I expect your efficiency does not in- 
crease accordingly. 

COMMISSIONER DRUMMOND: Exactly. The argu- 
ment would be the packer would say my plant here is 80 
much smaller than my Montreal plant, and consequently 
I cannot get the economies of scale. Therefore I 
ean't pay as high a price for my raw materials, for 
the live animal here. That is the point. I was 
wondering about the soundness of his contention, 

COMMISSIONER MacKICHAN: It is a fact here 
that the plants have been considerably enlarged since 
they were first built, very substantially enlarged, 
and no doubt enlarged in the light of products being 


available. 
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a -scentral selling agency, you undertake, as you have 
indicated to direct the animals to that plant which 
will minimize transportation costs, and which will 
give the best price at the time and so forth. Do 
you actually negotiate the price on behalf of the 
members? 

MR, CRANT: It is handled differently with 
different types of livestock. 

As far as hogs are concerned, it is 
definitely on a negotiated basis, but with other kinds 
of livestock it is the taking of definite bids. With 
hogs we have found it is preferable to negotiate the 
price and keep our eye on the Montreal market, which 
is the highest in all Canada. 

When it comes to other livestock, we are 
not in as strong a position. About all we can do is 
take our best bid we can get, and if we don't like 
it, and we have volume enough we move out. 

COMMISSIONER DRUMMOND : As far as your 
attempt to secure a better average price is .concerned, 
you get that partly through your special ability to 
negotiate and partly through the fact that you have 
gome control over volume, you to that extent increase 
your bargaining power. 

MR. GRANT: Yes. It is all in negotiations, 

COMMISSIONER DRUMMOND: I notice at the top 
of page 6 you say "The fact that the Maritimes is a 


deficiency area in beef production, and in most meats, 
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emphasizes the unfair price spreads that are being 
maintained as between this area and Upper Canada." 
Would you like to enlarge on the meaning of the word 
Punt sia? 

MR. GRANT: Well, our meaning there was 
that in as far as producers are concerned, they are 
getting substantially lower than the large consuming 
centres, while beef coming in is being charged freight 
plus to the consumers and our producers are in a 
very unhappy position in that respect despite the 
fact that we are only about 50 per cent deficient. 

COMMISSIONER WALTON: Would grading have 
some effect on that? 

MR. GRANT: That would be grade for 
grade. 

COMMISSIONER DRUMMOND: The same thing 
pretty well. Leaving the livestock picture, I had 
one or two questions relative to the dairy products 
situation and the egg situation. With respect 
to the dairy products you mentioned that the spread in 
eggs and whole milk is quite different in these 
four markets varying from a high of 9.05 cents 
in Halifax to 6.45 cents in the case of Charlottetown. 
Just what is responsible for these variations in 
spreads? Is it the size of the market; the 
number of distributors or whatis it? 

MR. McEWEN: Well, I can't say that I 


can answer that to be sure that I am right. The 
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Commission in each area, in each province considered 
the conditions in the particular section that is 
being reviewed, and come to some understanding and 
the Commission sets that rate for that area, which 
is the margin left for the processor to handle, 
between the producer's price and the price set to 
the consumer. 

COMMISSIONER DRUMMOND: Do you think the 
actual size of the market has anything to do with 
the width of the spread? Halifax is the highest 
one here of these four and Charlottetown is the smallest. 

MR, McEWEN: Yes, well the record actually 
for that particular item was taken from this publi- 
cation of the Dominion Bureau of Statistics, and 
we just wanted to have it recognized that there were 
those differences in these different areas. I do 
not know that I can indicate what the basic reasons 
are, I think probably the Island would have a lower 
labour cost ratio. 

COMMISSIONER DRUMMOND: The difference 
is substantial, and I just wondered if there was 
a fairly ready explanation. It could be a number 
of things, the difference in the number of distri- 
butors the difference -- well, 4 lot of things. 

You mention in the next paragraph that it is not 
possible to reduce the cost of processing, and you 


also say that to cut delivery costs would require 
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a degree of consumer co-operation not now present. 
Under what circumstances might it be present? 

MR. McEWEN: Well, personally, I think if 
the consumers were organized from the consumer's 
angle not for just milk alone, but for other things 
more definitely than they are, I think that angle 
of distribution, the cost could be lessened materially, 
but there is quite an individual demand that some- 
times you could hardly treat as reasonable, and you 
have to service them or lose their support and 
patronage. 

COMMISSIONER DRUMMOND: It would indicate 
that as things are, the average consumer is willing 
to pay whatever the spread is, rather than be deprived 
of these particular things. 

MR. McEWEN: I think it is fair to say 
in a good many cases where a whole group is respon- 
sible for what happens, it might be the big percent- 
age of the group is good, but there are just enough 
of the others that you cannot do a thing the way 
you would like to do it in the group. 

COMMISSIONER DRUMMOND: You mention some- 
where in the brief here that the creamery operations 
an thre province are very considerably Gone co- 
operatively, Is the major part of the creamery 


business done co-operatively? 


MR. McEWEN: In New Brunswick I think it 


is, the major part, yes -- that is not aii of 22, 
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but the major part is co-operative. 

COMMISSIONER DRUMMOND: Home operated dis- 
tributing plants -- 

MR. McHWEN: Yes, the organization at 
Moncton distributes milk, the organization at Fredericton, 
at Newcastle, that is the Northumberland Creamery, the 
organization at Sussex which is not organized under 
the Co-operative Association Act is in the picture, 
and they are all quite important in the business. 

COMMISSIONER DRUMMOND: Is your general 
feeling that the co-operation has gone about as far 
as it could advantageously go in the whole dairy 
market field in the province? 

MR, McEWEN: We never admit it is that 
good, nc It has gone further in that particular 
field in New Brunswick in the creamery end of it than 
tne dairy, the milk. 

COMMISSIONER DRUMMOND: You also say 
that so far the use of the larger containers is 
not popula. you have done some experimenting with 
them, have you? 

MR. McEWEN: I would like to explain to 
the Commission that Mr. Frank MacDonald the manager 
of the creamery dairy at Moncton was really much 
better on this, but he got tied up in the food 
show, otherwise he would have been here, and he could 
give you the details probably better than 4..cans 


However, what was your question again? 
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Mr. McEwen 


COMMISSIONER DRUMMOND: You mentioned here 
that sales of milk in one-half gallon or gallon con- 
tainers 1s not popular at this time. 

MR. McEWEN: Well, I would say most of 
the investigation that has been conducted was more 
on an inquiry basis, and what has been encountered 
elsewhere in their contacts, and I know that this 
is the conclusion that Mr. MacDonald came to, that 
there was not the demand there at the present time 
that would warrant making a switch over It would be 
just adding another department to the field if you 
tried to handle it, and would not have a distribution. 

COMMISSIONER DRUMMOND: You still deliver 
milk in this province six days a week, is that right? 

MR. McEWEN: I think that is generally 
DUS . 

COMMISSIONER DRUMMOND: No suggestion of 
five day or every other day? 

MR. McEWEN: That has been looked at. 

COMMISSIONER DRUMMOND: Tradition dies 
hard? 

MR. McEWEN: well, I think that is Iv. 

I did refer to the fact that there is a consumer 
reaction, and a labour reaction which is definitely, 
I suppose as you say, tradition. 

COMMISSIONER DRUMMOND. Just one question 

in respect to the egg market. Table VII indicates 


the savings which you say have been effected or can 
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be effected by some co-operative route. I take it that 
that saving is the result of selling directly to the 
retailer largely, is that correct? 

MR, McEWEN: Well, again I am a bit on the 
spot, and I have a lot of things to blame this morning 
on the food show, but Mr. Cowterthwaite of the 
Capital Co-operative was in on this, and had he 
been here I think he could have taken up the detail 
much better than I can. I think your assumption is 
what is givcn here, 

COMMISSIONER DRUMMOND: On the top of 
page 9 you say: 

"During the past year, we continued 

our marketing policy of selling as much of 
our production as possible directly to the 
retailer to try and minimize the spread 
between the price paid to the producer and 
the price paid by the consumer." 

MR, McEWEN: Yes, that is their course of 
action, 

COMMISSIONER WALTON: Just as a matter of 
curiosity, you have retail co-operative stores or is 
it just wholesale within the province? 

MR. McEWEN: Yes. 

COMMISSIONER WALTON: And I understood 
you to say that there was a power to advertising. 


Do you advertise yourself in any form? 


MR. McEWEN: May I make one point clear, 
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these co-operative stores are the base of our or- 
ganization, We do not own them, They own us. So 
they are economists in their own right, and they 
pretty much do as they like, but there is a certain 
degree of working together. Yes, we do some ad- 
vertising, but it is actually the policy of our 
particular organization as laid down, I do not know 
whether we observe it 100 per cent, but in the 

main it is observed, that the responsibility is to 
educate the consumer. We do not advertise or try 
to avoid advertising in a competitive way. Our 
argument is if you can buy somebody in, somebody 
else can buy them out. 

COMMISSIONER WALTON: That is not what 
1 mean. To educate the consumer, perhaps it may be 
advantageous to advertise, and get the additional 
volume. 

MR. McEWEN: There is some activity in 
that field. We try to emphasize the selling of the 
idea, and the idea we think will sell the goods. 

COMMISSIONER MacKICHAN: Do you cite your 
advertising in the Maritime Co-operative? 

MR. McEWEN: Yes, we maintain advertising 
on behalf of the whole co-operative structure in 
the co-operative paper. That is a regular thing. 

COMMISSIONER WALTON: Thank you. 

THE CHAIRMAN: Thank you, Mr. McEwen 


and Mr. Grant for coming here this morning. We have 
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another brief this morning, and we will take a 
short recess before hearing the Canadian Association 
of Consumers, 

MR. McEWEN: Thank you very much for 
your having us and listening to us. 


--- Recess. 
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---— Upon resuming. 


SUBMISSION OF 
NEW BRUNSWICK BRANCH 
CANADIAN ASSOCIATION OF CONSUMERS 


Appearances: 
MPS Neos ralkjar President 
Mrs. L.W. Bagnell Vice-president 


THE CHAIRMAN: We will now receive the 
brief from the Canadian Association of Consumers, New 
Brunswick Branch, We have present Mrs. Falkjar, 
Provincial President; Mrs. Bagnell, Provincial 
Vice-President. 

We will consider the brief of the Canadian 
Association of Consumers as Exhibit No. 38. 


EXHIBIT NO, 38: Brief of the Canadian 
Association of Consumerg. 


MRS. FALKJAR: Mr. Chairman, members of 
the Royal Commission, it is a great pleasure for 
us to be here today even on the short notice we 
gave you, and you accepted us and we appreciate 
it very much, I don't know if you are familiar 
with the C.A.C., but I gave you little fliers, and 
if you read those you will know about C.A.C. 
I would like to introduce Mrs. L.W, Bagnell 
who will read the brief from the Provincial Branch 
of the Canadian Association of Consumers. 


THE CHAIRMAN: Thank you. 
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MRS. FALKJAR: If the word "just" be taken 
as meaning exact, such as "just" balances when the 
two sides are in exact equilibrium, what sort of 
economy would there be when in determining price 
and wages the word "justice" is eliminated in its true 
ethical sense and how can it give any solution to 
the problems of high price and remuneration of labour. 
In the Treaty of Versailles, Article 427, "labour 
should not be regarded as a commodity or article of 
commerce". They meant that labour conditions cannot 
be treated solely by the principles of pure economy. 
When the Governments of every country endeavour to 
limit the rise of prices and lower the cost of living, 
this is because they believe that there is a con- 
ception of a just price which stands above that evolved 
from the blind caprice of the law of supply and demand 
and that this higher law ought to prevail. 

Presuming that in its wisdom the Government 
of C nada is endeavouring to achieve a better standard 
of living for its people, we will note a few points 
for investigation by government agencies. 

The farmer's share of the consumer dollar 
from figures given in "The Economic Annalist", June 


1957, Department of Agriculture, Ottawa: 


Eggs - Grade "A" large Pateit 
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But the astounding fact is that the following 
list of products with the producer return together 
with the date the prices are effective, came from 
the Department of Agriculture for the province of 


New Brunswick. 


Eggs - Grade "A" Large - choy he March 17th 

Fluid Milk = $500. March 25th 

Blue Brand Beef (cwt) - $37.75. March 25th 

Pork (cwt) - "A" $29.75; "B" $28.75.March P5th 
Chicken = ~.50¢ .357 4.393), UMeteoet ee 
Potatoes - $4.00 to $4.25 per bbl. 


March 14th - Plst 

The fact that these figures are so contra- 
dictory points up most clearly that our sources of 
information information are woefully lacking both 
in accuracy, standardization and scope. 

This is our first recommendation. A 
statistical governmental force should be empowered 
in each province to gather specific information within 
a specific time span on how every cent is spent that 
makes up the gap between the price paid the primary 
producer of a marketable object and the price paid 
by the ultimate member of society who destroys the 
marketable value of that specific object, namely 
the ccnsumer. 

For example, the period of study could be 
the month of September; the object of study ten 
items which would be the staple produce of a province; 
the members would be divided into urban and rural 


investigators working as a team. 


— An alternate period chosen could be the 
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producing and packaging period of each item under 
investigation, We believe that the parties involved, 
if acting in good faith toward the community, would 
welcome such a study because the results would be a 
cost accounting statement prepared by experts, that 
probably few, if any, of the people involved could 
afford. The report, naturally, would be made available 
to all so that wastage could be eliminated. Such a 
report would also point out ways and means to save 
money. 

We will develop the points in the following 
order: 

Sg Meat Industry 
(a) Pork; (b) Lamb; (c) Beef. 
a Dairy Products 
(a) Butter; (b) Biuid. Mii. 
on Potatoes; Vegetables; Eggs. 
4 Other Farm Produce. 

Finally, we will submit two suggested pro- 
posals for lowering the cost of living, while maintaining 
the same standard of living. 

Let us consider some of the primary products 
of our area connected with the meat industry. 

"Tn terms of retail costs, red meats - 
(beef, veal, pork and lamb) - generally make up 25 per 
cent to 30 per cent of urban family expenditures for 
farm food products", according to Bulletin No. 741, 


a study of farm retail Spreads for Food Products, as 
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published by U.S.A. Department of Agriculture under 
date of November 1957. With the standard of living 
in Canada as high and with a very similar economy 
and way of living, we presume these figures would be 
practically the same here in New Brunswick. 

1. (a) Pork: A full business for many 
farmers. An eight to twelve dollar investment in 
weanlings. An average period of about six months with 
tremendous investment of labour and feed purchased at 
retail prices; the risk of disease anddeath and finally 
sale to one of three buyers: Swifts, Canada Packers, 
or Burns, through the co-operative services in Moncton. 
The hogs are graded "A" or "B" at the prices for this 
year listed above. If a hog does not weigh LAO Cow O 
pounds dressed, which is about 200 pounds live weight 
or even if over 140 pounds and too fat, or for 
other reasons, then the hog is still Grade "B". The 
hog disappears into the maw of the pork industry 
for processing, packaging and distribution, but the 
consumers do not know when they buy porx whether 
it is Grade "A" or Grade "B", because the distinction 
for the public ceases, never to return, when the 
animal is killed. Where is our protection for our 
dollar? Most consumers are not butchers and cannot 
tell until the pork is eaten whether or not the pork 
is what they paid for. 

| Instinctively, to make the consumer 


happy, which is necessary for the good of the country 
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as a whole, there has to be a consumer's surplus 
which is, in economics, the excess which the pur- 
chaser of an article would be willing to pay over 
the price which he actually pays, rather than go with- 
out that article. Thus, "consumer's surplus" is an 
economic expression of the surplus satisfaction which 
a bargain yields to the purchaser, In the case of a 
good bargain there is a big consumer's surplus, as 
when a woman buys at a low price a fine dress for 
which she would willingly pay much more. For many 
articles consumers would gladly give higher prices 
rather than go without them. 

(bo) Lamb: Lamb production is not a 
major industry, but still provides a basic of no 
mean proportion. Comparative prices are not available 
but there are two points that should be investigated 
and, if our suspicions are correct, be remedied. The 
first is that the meat is not graded, and at times 
we are paying prices for prime meat when we are 
getting average or below average goods. The second 
applies as well to beef as it does to lamb, that is, 
we have no marketing board. Approximately eight 
years ago the producers in the pork industry dis- 
covered that the New Brunswick producers were being 
paid one to two dollars less than those throughout 
the rest of the country. This could be done because, 
being almost all small producers, they could not hold 


off indefinitely when a sub-national average offer 
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for their goods was made, They obtained approximately 
96 per cent vote in favour of the establishment of 
a Board and the Government accepted the petition; 
the prices immediately rose to the national level 
and the over-all effect was a better standard for the 
producer, same prices for the consumer, but a drop 
in our area in the prices of the lesser items of 
farm produce, because of the increased income of the 
producers in their major product. 

(c) Beef: Except in a few areas in New 
Brunswick, the production of beef for food is restricted 
to the slaughter of cows, who, through some disorder 
of the udder or other reasons, are unfit for the 
production of milk. However, the combined number of 
steers for beef and milch cows not in production 
give grounds to consider this industry as one of 
our primary productions that deserves consideration. 
To our provincial production economy add the high 
purchasing costs of graded western beef and we find 
something worthy of comment. 

We attach herewith a statement covering 
the years 1950 to 1954, showing a comparison of whole- 
sale meat prices on the left-hand side of the sheet, 
while on the right-hand side are cattle prices which 
the farmers receive in different parts of Canada. 
As this shows very clearly, beef prices keep increasing 
across Canada, with the lowest points being in the 


West where beef production 4s the highest and where 
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consumption is the lowest. You will note that the 
Maritime price of beef is the highest in all Canada. 
However, on the other side of the picture, you will 
note that the Maritime farmers receive substantially 
less for their live cattle than do farmers in Montreal 
and Toronto. 

Let the committee investigate this economic 
phenomenon and we consumers would be happy to have an 
explanation. We are constantly being told that 
there is a higher cost of living in Upper Canada than 
in the Maritime Provinces but here are prices from 
the Canadian Department of Agriculture and from the 
Dominion Bureau of Statistics which show that in one 
of our major expenditures for living, we are in a 
much higher bracket than in other parts of Canada. 

as Dairy Products. 

(a) Butter: We have not on hand concrete 
data given by the medical profession on the relative 
merits of diets using oleo-margarine and butter. 

We have no comment as a group on the relative merits 
of each. 

(b) Fluid Milk: A book could be written 
about the debates on this subject held in New 
Brunswick during the past 4OQ years -- e.g., On pasteur- 
ization, price, vaccination, inspection, butter fat 
content, etc., but in every case the producer had 
to pay the price of the fight and the increasing 


legislation on his activities and increased capital 
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expenditure, A careful survey of the facts revelas 
that legislation has increased the cost of production 
to the farmer producer and reflected directly on us 
the consumers, but the intermediate party, the middleman 
or distributor, does not seem to have taken any 
responsibility for the added cost to the consumer. 

First it is agreed that if every consumer 
had husbanded all milk bottles as carefully as the 
milk in them the price would be lower, yet we still 
would ask a question or two of the price spread 
from, at least in Saint John, 10 cents to 22 cents 
per quart. 

ine Delivery of milk four days per week 
means a working day of 10 to 12 hours, but three days 
rest. So, would a deliveryman accept the same wages 
for such & proposition? We think he would. The 
benefit to the consumer is the lower price resulting 
from lessening of expenses arising out of depreciation 
Of vehicles for delivery 33 per cent per year; 5/ per 
ent use of gallons of gas at 44 cents per gallon - 
average route estimated at 20 miles per day at 8 
miles per gallon - average breakdowns and mechanical 
expenses 30 per cent just to look at the surface 
and not counting collections, ledger entries on 
charge accounts and other savings in office work. 

as The greatest overlapping in the distri- 
bution of any of our primary industries. In our 


urban centres two or three dairies paralleling milk 
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routes over 40 square miles. We leave that with 
you because we are non-political and if we suggest 
what naturally occurs to us we would be accused 
of promoting monopolies, proposing socialism, 
ruining free enterprise and everything that detractors 
could lay their tongues to. It would be most in- 
teresting to know what our investigation group would 
discover about this situation encompassing a standard 
of constant middlemen price spread. 

It must have been mentioned before to 
this commission, but we must repeat thet delivery 
of milk in this age of refrigeration could be done 
in packages fit for a "frig", viz square or oblong 
and in one, two or three-quart containers. The 
distribution of primary products must keep pace 
with development in the fields of science, chemistry 
and conservation. We must remember that in the 
milk producers strike of approximately ten years 
ago, the distributors by radio broadcast announced 
that even if the farmers were paid nothing for their 
milk, they would yet have to charge 15 cents to 
the consumer per quart. Words said in anger, yes ... 
but indicative of a negative approach to what 
really is a consumer problem in economic survival 
particularly when even today the distributor gets 
put 12 cents per quart maximum. 

These observations might sound strong 


and seem anti-middleman, but, bearing in mind that 
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we propose an ultimate and basic thought and that 
the producer and consumer for years have borne the 


brunt of health and welfare legislation causing price 


increases without the distributor proposing or 
effecting one salutory remedy, we make bold to 


eriticize their attitude in the dairy field. 
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a Potatoes - Vegetables - Eggs: We 


in New Brunswick, have no complaint about the price 
to the consumer of the above items. We feel pro- 
tected by grading experts who are constantly ex- 
ploring and examining all products with a view to 
helping the unknowledgeable public to buy. 

The potato grading and egg weights in- 
specters are suffielent deterrent to any individual 
or group whe attempt to defraud the consumer and at 
the same time these safeguards give the consumer 
the feeling that they, as wives and homemakers, 
are doing their duty to their home and their fellow 
eitizens. 

ie Other Farm Produce: The minor items 
ef income for producers in New Brunswick are of no 
eoncern to the consumers, because we believe in any 
producer obtaining a living, and the fact is that 
the price to the consumer is fair and just. This 
leads us to one most important observation, a prelude 
to our synopsis of all our ills, not only in New 
Brunswick, but in the Maritimes as a whole -- that 
we are tail-end on income and heads-up on cost-of- 
living; the result is that we are the country cousins 
to the "city slickers'" get rich quick gadgets, ad- 
vertised in every luxury package on chain store, 
hardware or grocery shelves ... and commonly known 


as a gimmick either sales, advertising or goods. 
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A good example of such a gimmick is 
illustrated by the question asked in a letter sent to 
McCain's Frozen Foods, Florenceville, N.B., by Mrs. 
Paul E. Falkjar, corresponding secretary for the 
C.A.C., New Brunswick, which reads as follows: 

"At the last executive Board Meeting 

of the New Brunswick Branch of the C,A.C., 

a resolution was passed that a letter be 
sent to you asking for an explanation re- 
garding the difference in the price of 
McCain Frozen Peas. This product is being 
sold in Sobey's, Saint John, at 2/47, and in 
Ingersol, Ontario, at Loblaw's for 2/35. I 
am enclosing a clipping from the Ingersoll 
paper and a wrapper from frozen peas sold 

in Sobey's Saint John." 

Other types of gimmicks are the packages 
with the gift enclosed in the merchandise and trading 
stamps, etcetera. We know that the producer of 
the gift must make money, the packager must make 
money, and so on, we, the consumers, must pay for 
toys for children and all sorts of articles when 
all we want to buy is a basic product. For example -- 
"nolled oats" or "“wheatlets" in five-pound packages 
cost about 10 cents per pound but actually the bulk 
of these products are bought in one and two-pound 
boxes, frequently with premiums for the children, 


and the cost is probably double. 
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Mrs. Falkjar 
Again, the demand for prepared and semi- 
prepared foods increases costs tremendously. Also 
a multiplicity of brands must create a great deal 
of waste by increasing advertising costs, etcetera. 

We respectfully submit two concrete proposal 
to the Commission, 

13 In 1776 Adam Smith, still recognized 
as one of the greatest authorities in the subject of 
economics, published "An Inquiry into the Nature and 
the Cuase of the Wealth of Nations". He stated: "The 
real source of a country's wealth is its annual labour" 
The labour of the primary producer with which we 
are most interested, is the farmer, We have no 
quarrel with the farmer, nor, most of the time, the 
prices that he asks for his goods. We realize that 
the spread between his price and the consumer price 
will probably continue to remain fairly constant. 
Faced with these facts and the fact that the cost 
of living must go down, we are left with but one 
solution and that is to lower the cost of production 
to the farmer. He is the only producer of goods 
that must buy all the items that are necessary to be 
bought to produce at a retail price and to complete 
the absurdity of the situation he sells everything 
that he does produce at a wholesale price. 

Assisted by a benificent mother nature, 
and working hours unparalleled in any other industry 
he wrests a living from the soil and must sell at 


a price that is sometimes almost prohibitive to the 
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consumer, 

How to assist the farmer: 

(ay pet up -a completely different income 
tax scale, 

(b) In so far as possible, have machinery, 
grain and anything necessary to produce, sold to the 
farmer wholesale. 

(c) Have assessment for municipal purposes 
on a lower scale, 

This is a radical suggestion, but we 
are living in a changing economy and the subsidizing 
of the farmer of Canada is going to reflect on the 
economy of every single individual consumer in the 
country. As regards consumption, the economist 
cannot set aside every moral consideration regarding 
the use of wealth; refuse to distinguish between 
that whose only aim is pleasure, such as the con- 
sumption of alcohol, and that which meets the public 
interest, such as ensuring food for all in this 
land of plenty. Canada is a wealthy country -- 
let us use the wealth wisely. 

cae Our second suggestion is that the 
Government subsidize radio and television programs 
to give the consumer more and more information on 
what and how to buy. Advertisers certainly won't 
assist the consumer so it is the task of the C.B.C. 
Give the consumer knowledge and more knowledge so 


that the retailers will themselves desist from preying 
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on the unknowing consumer, We admit that the cost 
of living is high, because we buy ignorantly and 
wastefully. 

After years of propaganda the advertisers 
have taken from us our trading instincts - we have 
lost our basic values and our consumer surplus index 
rerieess such a situation, 

Give us instruction so that our standard 
of living will get higher though the cost of living 
goes lower, 

Mr. Chairman and members: We wish to 
express our appreciation for this opportunity to 
present a brief to your Commission, particularly 
in view of the very short notice involved. We trust 
our views will be of some value in your findings. 

THE CHAIRMAN: Mrs. Walton will open the 
questioning. 

COMMISSIONER WALTON: Thank you, Mr. 
Chairman, There were just one or two points I 
would like to ask you about. From your first page 
and the second and the tables and the recommendations 
I gather you would like to see more statistical in- 
formation available. I think, Mr. Chairman, that 
has been evident right across Canada, not only from 
the consumers, but from producer groups. They felt 
that the statistics available could not be prepared 
or interpreted in a way that would mean something 


to them, and this suggestion confirms the impression 
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that we have had from the other groups. I am perh 
not qualified to say whether we can afford it or no 
We know the basic thinking is that you would like 


to see different types of statistics which could be 


understood, 


co 
Falkjar 


aps 


5 Oh 


I gather on page 3 when you are referring 


to pork, and also to beef and lamb, that you would 


like to see grading or a grading system carried 


right through to the consumer if possible, and your 


feeling is that in pork -- I do not know whcther it 


is either "A" or "B" -- It is my understanding there 


is no really standard hog as such that you could 


have Grade "A" meat in a Grade "B" hog and vice versa. 


MRS, FALKJAR: That is true. It is no 
like beef. If you want Red Brand or Blue Brand, we 
know what we get. If you could get pork and lamb 
sold by the same grading standard, we know that 


we would get our money's worth. 


t 


COMMISSIONER WALTON: Some of the packaged 


bacon, whether it is ham or bacon, shall we say, the 


brand name is about the only grading that company 


gives. 


MRS, FALKJAR: That is right. That is 


inspected, I don't doubt that, but it is not graded. 


COMMISSIONER WALTON: The packing company 


places a grade on it, but you are not protected whe 


you have delivery from somebody else. 


re 


MRS. FALKJAR: The Government stamp is there. 
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We know that little round Stamp is there, that is all. 

COMMISSIONER WALTON: Do I understand 
you have only one municipal abattoir in this proygince? 

MRS, FALKJAR: Yes. 

COMMISSIONER WALTON: Is that in Saint John 

MRS. FALKJAR: It is not a municipal abatzeir 
any more, it was taken over by Canada Packers. Before 
it was owned by the municipality, but now it is taken 
over by Canada Packers, and they inspect cattle. If 
pnere is a sick cattle-comes in that is all. It is 
not graded. I know that because I have been there 
so very often. The cattle are killed here, The farmer 
takes his cattle in and pays so much for each carcass, 
and if the cattle is sick, it is destroyed right here, 
but it is not graded for the quality of the meat like 
the Red and Blue Brand beef. 

COMMISSIONER MARTIN: So it is still operat 
as a public abattoir even though it belongs to Canada 
Packers? 

MRS. FALKJAR: Yes, to a certain extent. 

COMMISSIONER WALTON: Here in an area such 
as Fredericton? 

MRS, FALKJAR: It is not inspected in 
Fredericton, All the farmers can kill their own 
cattle in their own barn so far as I know, and I 
doubt very much if there is any inspection. There 
could not be when the farmer is killing his own 


cattle. We had that in Saint John years ago until 
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we got the municipal aaetees in Saint John city, and 
in Saint John county no farmer can kill their cattle. 
They all have to be brought into the abattoir and 
inspected, and they are sold from there, 

COMMISSIONER WALTON: ‘Then, as far as 
you know in Fredericton the only protection they 
have is meat that comes in as red and blue brand, Any- 
thing that is not so marked you are taking a sporting 
chance on, 

MRS, FALKJAR: That is right, and I would 
AGH AO Lt. 

COMMISSIONER WALTON: Just in connection 
with the dairy products and the milk, we had a brief 
just ahead of yours and it was implied that there 
was a consumer resistance to perhaps a shorter week 
delivery, and a labour resistance and your brief in- 
dicates you feel there would be economies which you 
feel would be beneficial to consumer and producer, 
Who is right? Had there been any sort of a census? 

MRS, FALKJAR: Not yet. ir I may, I 
would like to tell you that I live four miles from 
Saint John, and we get our milk only every other day 
and we pay the same price: We get our milk three 
times a week, Monday, Wednesday and Friday. 

COMMISSIONER WALTON: You are four 
miles out, but the chances are, I am suggesting, 
that if you had it delivered every day four miles 


out you would pay more. 
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MRS. FALKJAR: Now, you see the price is 
set by the Commission here in Fredericton, and if 
there is any increase in the price of milk the con- 
sumers will be called into that hearing. The 
Commission controls the price of the milk. 

COMMISSIONER WALTON: And does that same 
lé-cent spread apply to each area or does that vary 
in each area? 

MRS, FALKJAR: Well, so far as we know 
it is the same in Moncton, and in Moncton I would 
like to explain something to you: In Moncton I 
believe there were seven dairies. In Saint John 
there are only two. Here in Fredericton I do not 
know how many dairies there are, but the milk here 
in Fredericton-I think perhaps there is someone here 
who could tell you that. The retail price I do not 
know. 

COMMISSIONER WALTON: Just as one housewife 
to another, do you use the round milk bottles or 
the square ones? 

MRS, FALKJAR: The round. 

COMMISSIONER WALTON: I believe the trend 
is the other way that diaires on the thirtieth trip at 
the end of the bottle.They now go into square bottles 
which as you say do fit into the refrigerators. 

MRS. FALKJAR: Yes, that is true. 

COMMISSIONER WALTON: Probably a visit 


to your dairy then to suggest this possibility or 
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Mrs. Falkjar 


perhaps to the dairyman's wife would help, 
MRS. FALKJAR; Yes, that might work, 
COMMISSIONER WALTON: I have just one 
other thought here. you feel that the Marketing Board 
for Hogs has been beneficial? 
MRS, FALKJAR: I believe they have. 
COMMISSIONER WALTON: And the co-operative 
group as I understood took over that as a going concern, 
did they not? Did we not have that yesterday? 
MRS, FALKJAR: Yes, and today too the 
Marketing Board for Hogs is finding the market. 
COMMISSIONER WALTON: But you say that is 
beneficial, and then you imply in this brief -- I 
am afraid I have lost the note TI had made, but there 
| were two different ideas, one that boards would do 
something for you, and the other that they would not. 
Perhaps someone else would like to ask a question 
Wate 1 find it. 
COMMISSIONER DRUMMOND: It was suggested 
ynder lamb I think. 
MRS, FALKJAR: And beef, 
COMMISSIONER DRUMMOND: That there should 
be a marketing board for both beef and lamb. 
MRS, FALKJAR: Yes. 
THE CHAIRMAN: You have no feeling that 
the operations of the board have raised the pries to 
the consumer? 


. MRS. FALKJAR: I am sorry, I did not get 


that. 
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THE CHAIRMAN: Have you any feeling that 
operations of the Board while raising the price to 
the producer has also raised the price to the consumer? 

MRS, FALKJAR: No, I have not. 

THE CHAIRMAN: Mr, MacKichan, have you any 
questions? 

COMMISSIONER MacKICHAN: No, I have not. 

COMMISSIONER COUVRETTE: In paragraph one 
on page 5 where you say "delivery of milk four days per 
week" would mean savings, but it seems to me at least 
that what is forgotten there is that if they go for 
four days they will have to carry twice the load anyway 
They would still have to carry the same amount of 
milk unless the consumers drink less milk. 

MRS. FALKJAR: No, I know they still have to 
carry the same amount of milk, but just the same a milk 
truck today cannot take everything in one load, for 
instance, four miles outside the city. 

COMMISSIONER COUVRETTE: There 1s no doubt 
that there would be some savings. 

MRS. FALKJAR: There will be some savings. 

COMMISSIONER COUVRETTE: But would you 
still say that these figures would hold true? 

MRS. FALKJAR: Yes, I would. 

THE CHAIRMAN: In arriving at these figures 
did you make an actual calculation? 

MRS. FALKJAR: Yes, we did. 


THE CHAIRMAN: Of the mileage that would b 
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covered? 

MRS, FALKJAR: Yes, 

THE CHAIRMAN: And the number of quarts of 
milk that would be hauled each time? 

MRS. FALKJAR: Yes, we did a very careful 
study. 

COMMISSIONER COUVRETTE: What about depreciation 
of the vehicles? Time is a running factor just as much 
as distance, is it not? 

MRS. FALKJAR: Yes, it is. 

COMMISSIONER COUVRETTE: I do not think 
any new 1950 model would still be worth 100 per cent 
of its value, would it? 

MRS, FALKJAR: No, but we do feel that 
there could be some savings there. 

COMMISSIONER COUVRETTE: Well, probably 
not up to these figures shown here, 

THE CHAIRMAN: Do you know of any city 
anywhere that is not served on a daily basis? 

MRS. FALKJAR: Only in the city where I 
am living. 

THE CHAIRMAN: But you are four miles out. 

MRS, FALKJAR: In the village. 

THE CHAIRMAN: In the city? 

MRS. FALKJAR: No. 

THE CHAIRMAN: You have no objections what- 
ever to getting your milk every other day? 


MRS. FALKJAR: No. 
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THE CHAIRMAN: It is quite satisfactory? 

MRS, FALKJAR: Well, as we stated in our 
brief we have our refrigeration and I believe most 
people have, and if they have not got a refrigerator 
they have an old-fashioned ice box. There is always 
a way if you want to save money. 

COMMISSIONER DRUMMOND: Everybody in your 
village is taking delivery every other day? 

MRS. FALKJAR: Oh yes. 

COMMISSIONER DRUMMOND: And there have 
heen no complaints from anybody? 

MRS, FALKJAR: No, not yet. You see the 
milk we get, for instance, today is milk that has been 
in the dairy for about 48 hours before we get it. It 
is not right straight from the farmer. It is kept 
in the container in the dairy for 48 hours. You have 
to have a surplus to have milk in there. 

COMMISSIONER WALTON: Mrs. Falkjar, on 
the bottom of page 4, I found what I was looking 
for a few moments ago, when you are referring to 
your beef and lamb and hog you indicated that you 
would like to see boards, and on the bottom of page 4 
you say: "A careful survey of the facts reveals 
that legislation has increased the cost of pro- 
duction to the farmer-producer and is reflected 
directly on us the consumers.” In other words, if 
you get more boards, or more marketing agencies, 


Government legislation, you feel that through 
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stricter grading and other factors it does add to the 
cost, and yet you would like to see it? 

MRS. FALKJAR: Well if we had that we feel 
that we would get our money's worth, our value for 
our money. 

COMMISSIONER WALTON: You are prepared to 
pay? 

MRS, FALKJAR: If you go in and buy a 


plece of meat, roast of beef, for instance, you don't 
know what kind of beef that is before you get it 

home and take it out of the oven, I think if you 
buy red or blue brand, I do feel that we all are 
willing to get the meat graded, and then get something 
that we can use. 

COMMISSIONER WALTON: For quality and grade 
you would be willing to pay? 

MRS. FALKJAR: Yes. We know it would take 
money to have a marketing board set up. We also know 
it will cost money, but then we are protected. We 
also know what we buy. Does that answer your question? 

COMMISSIONER WALTON: That clarifies it. 

COMMISSIONER COUVRETTE: On the question 
Gr milk again, in a previous brief there has been 
some talk of milk in papers and bottles. How would 
the consumer feel about that? 

MRS. FALKJAR: We brought up some time 
ago, I believe I was in Fredericton about three 


years ago, and I brought it up to the Dairy Commission 
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in Fredericton, I was told that the carboard con- 
tainers would cost more money in the long run than 
the milk bottles. The only thing 1s) the mi lc 
bottles you can use for so many trips, but the car- 
board containers you have to throw that away. Also, 
if the consumer, I blame that on the consumers, would 
be a little more careful and be sure that the milk 
bottle was delivered to the milkman. Things like 
that, you know, waste of money, add to the price of 
milk. 

COMMISSIONER WALTON: Do you have a price 
differential between store and house delivery? 

MRS. FALKJAR: No, we pay the same. 

COMMISSIONER WALTON: And you don't have 
these multiple quart containers that hold two or 
three quarts? 

MRS, FALKJAR: No, we haven't got that 
either, and I do believe that large families would 
appreciate to have that. 

COMMISSIONER COUVRETTE: May I come back 
again to that paper container. If the price were 
to rise, what would the consumer do in choosing 
between milk in glass and milk in paper? 

MRS. FALKJAR: To be honest, I can't 
answer that question yet. We were told that milk 
bottles cost five or six cents, five point something, 
but a cardboard container would cost close to two 


cents, 1-3/4 cents. 


7 
6¢.4q'. 94. 48h 


rs 
i .soneaney: ant 
» 


4 


ee an 
) 7 


4930 febtqecws Bish 


eS 


* 


Lp 
— 
. 


qiz Lu Jim mR 
4D 


Selimecp. satsti, 


aeatoen 
-*  — 


~~ 


<Ongte | 
x i 
4OGhG — ov nama} Ff 


fvow. Jey oebr en ¢ 


ruts oko dawg at 


J 
“ ao " 
, ot. , 4 ; 


SSX UOLFSRYD. Jarl notensns ¥ 
Naar : 
ig RLS tO ra, Je05: 65 £3900" 


| > ede 
HOM. IRN 180-8, 9 st 


ali 
i 


Dl 


I 


2 = aaa 
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COMMISSIONER COUVRETTE: I appreciate 
that. If the price was the same for either one? 

MRS. FALKJAR: I can't answer you honestly. 
I wouldn't like to answer you. 

THE CHAIRMAN: Mrs. Falkjar, two of the 
recommendations in your report on page 2, you make 
the recommendation about the gathering of information, 
You recommend that some Government body gather in- 
formation on the details of expenditures within the 
spread, and that those be reported, and that the report 
should also point out ways and means to save money. 
And then in your final recommendation you suggest that 
the Government subsidize radio and television programs, 
sO as to get the consumer more information on what and 
how to buy. 

MRS, FALKJAR: Educate the consumers. 

THE CHAIRMAN: There are two facets: one 
is the gathering and making available statistics, and 
the other is the use of this to direct and educate the 
eonsumer, Now we are concerned I think with both 
of these suggestions. The question of obtaining 
accurate sufficient detailed information is a technical 
problem of some considerable difficulty, I might 
say. This is something which we can very easily 
consider ourselves. The suggestion that this be 
used to educate the consumer is a different category. 
Supposing that a study of this kind were made con- 


tinuously and we had accurate information on a more 
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or less continuous basis, setting out the cost and 
the spread, how would you visualize this being 
used, as you said here, to point out ways and 
means to save money? 

MRS. FALKJAR: Again I believe that I 
have to answer you by saying by education and in- 
formation. 

THE CHAIRMAN: These figures would presumabl 
be descriptive material as to the prices to the producer 
being so much, and as you go through the stages towards 
the consumers, the expenditures are thus and so and 
Paew ada up vO the final retail price... Is it your 
thought that you would do this in sufficient detail 
that you could say to the consumers obviously this 
is where the price is lower, so you ought to shop 
there rather than shop somewhere else? Are you 
going to say, for example, that store "A" has a 
lower mark-up than store "B" and therefore it would 
be wise for you to go and shop at store "A"? 

MRS. FALKJAR: That is a very tricky 
little question. I admit it. 

THE CHAIRMAN: It is only the technical 
approach. 

MRS. FALKJAR: I do believe that. 

THE CHAIRMAN: I just want to get the meanin 
of this, and how you would use these figures. 

MRS, FALKJAR: Well, you see, I don't 


think we as consumers, could use these figures. 


You see, when we tried to get information, as we 
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tried to get it here in our brief, we could not get 
the correct information. 

THE CHAIRMAN: Yes, but the information 
Brae ace one side of it. This is to get statistics. 
The second side is what you do with them. 

MRS, FALKJAR: Well, I don't think we shall 
have them. We feel that a Government body should be 
set up and check on it. 

THE CHAIRMAN: To get the statistics or 
to vell you what to do. 

MRS, FALKJAR: No, to get the statistics. 

THE CHAIRMAN: This, I think, is a proper 
Government activity. 

MRS. FALKJAR: Not to tell me. That would 
be too dangerous, 

THE CHAIRMAN: Who is going to tell on 
the basis of this in what way you are going to save 
money? 

MRS. FALKJAR: Well, because maybe cases, 
you know, when you have an investigation like that, 
if you have a Government body set up, there might 
be cases where that body, if it was fair and honest, 
could see that some money could be saved like we 
do in our own household. It is just the same. 

THE CHAIRMAN: We notice that today Grade 
"B" meat is selling at a larger than usual discount 
in relation to "A", so this is obviously the time 


that the consumers ought to eat "B" meat, is this 
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the sort of thing? 

MRS. FALKJAR: Well, 1 stall gay At is 
not for the -- it is for the Government body, you know, 
to get the information, and if the consumer wants the 
information we can go to that body and get the in- 
formation. 

THE CHAIRMAN: Yes, information is one 
thing. Well, let me try it on these subsidized radio 
and television programs. Again are you suggesting 
that not only should the Government subsidize those, 
but Government personnel should be on the programs 
and perform these services? 

MRS. FALKJAR: Well, you will see on the 
G.b.C. TV there are lots of programs sponsored by the 
Government. For instance, you know "Country Calendar" 
for the farmers and for the fishermen, and we feel 
that something should be on there too for the 
consumers, That .is-what we refer to. 

COMMISSIONER WALTON: Have you ever listened 
to the radio programs? 

MRS. FALKJAR: I am working that time of 
day. 

COMMISSIONER WALTON: There is a great 
deal of consumer information given there, and the local 
radio stations have given over time for consumer or- 
ganizations. 

MRS, FALKJAR: I work in the daytime per- 
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COMMISSIONER WALTON: It is not a field 
where there has not been some work done. 

MRS, FALKJAR: Yes, but times are changing. 
I don't believe very many people listen to the radio 
any more, When you have TV that is what people are 
looking at today. If we had some information, some 
education for the consumers like we have here for 
the fishermen on the "Country Calendar" and the 
"Gardener" on TV and so on and so forth, I feel that 
for the consumers there is a place too. 

THE CHAIRMAN: You feel this should be 
done by Government personnel? You do not think 
thar gpome organization, such as the C.A.C., has any 
peace: In this sort of ‘thing? 

MRS. FALKJAR: Yes, Mr. Chairman, but you 
see we have not got that kind of money to advertise 
on the FV. 

THE CHAIRMAN: Why have you not got this kind 
of money? There are an awful lot of consumers, 
are there not? 

MRS. FALKJAR: Yes, if we all joined to- 
gether, 

THE CHAIRMAN: Why do they not all join? 

MRS, FALKJAR: That is what I don't know. 

COMMISSIONER DRUMMOND: Do they all want 
this information? 

MRS. FALKJAR: You bet your life. re you 
know today -- it is the same with the farmers. The 


farmers are living in a different district. You cannot 
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get them together. That is for the women too. You 
cannot get tlkem altogether. That is what I find 
here in this country. 

THE CHAIRMAN: I am not just asking these 
Questions because I am critical of the ¢C.A.C. bi 
am trying to get at the problem as to how the consumer 
as such becomes vocal. 

MRS, FALKJAR: Well, you see, the C,A.C,. 
was set up after the Wartime Prices and Trade Board 
was dissolved. There were about 16 national women's 
organizations which joined together and formed the 
Ca oes om They felt -- I was not in it at that time -- 
they felt that that should be a protection for the 
consumer just as well as the labour union have and 
the baking industry have, and all the other organization 
have. That is how the C.A.C. was organized with the 
approval of the Federal Government at that time, and 
the membership is now $1 a year, and out of that $1 
each local branch gets 25 cents, a provincial gets 
15 for each membership, and 60 cents is given to 
the national office, and they have their office rent 
to pay, and telephone so you oe the C.A.C. has no 
money to put up a television program. 

If we had that once a week to tell the 
women to be careful, you know, and be careful 
with their money and so on and so forth, I think 
they will have hit it; but the C.A.C. have not got 


the money. Nobody paid me for coming up here. 
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I do that for the good of all the people, Can you 
see why we can't do that? 
THE CHAIRMAN: Supposing that this time 
were made available without charge to the organization? 
MRS, FALKJAR;: That means semething, 
THE CHAIRMAN: Would the C.A:Ce spe tha 
Poslcion to do it? 


MRS. FALKJAR: Yes, they would, I think, 


May I ask Mrs. Walton? 
THE CHAIRMAN: I will ask her afterwards. 
MRS. FALKJAR: I do know they would be 
done from the national level and from the provincial 
Jevel, and even from the local level, but they would 
all work together. That is all we know. 
THE CHAIRMAN: You do feel strongly that 


there should be a greater opportunity -- 


MRS, FALKJAR: 
THE CHAIRMAN: 
point to be expressed? 
MRS. FALKJAR: 
THE CHAIRMAN: 
you for coming here. 


MRS, FALKJAR: 


THE CHAIRMAN: 


meet, we hope, 


morning. 


I certainly do. 


For the consumers! view- 


Mies. 


We are very grateful to 


Thank you very much, 


We will now adjourn to 


in Prince Edward Island tomorrow 


--- Whereupon the Commission adjourned 
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THE CHAIRMAN: If you will come to order, 
we will open the hearings of the Royal Commiss¥on 
on Price Spreads of Food Products in Prince Edward 
Island, 

I would like to say my colleagues and I 
are very happy to be in Charlottetown. We will not 
take any responsibility either for the fire or for 
the rain. We are very happy to be here. 

Before we hear the first Orier, think 7 
may take this occasion again to read the specific 
Terms of Reference of the Commission, 

The Commission was appointed to do the 
following things: 

(a) Ainquire into the extent and the 
causes of the spread between the prices 
received by producers of food products 
of agricultural and fisheries origin and 
the prices paid by consumers therefor; 

(b) determine whether or not such 
price spreads in general or in particular 
cases are fair and reasonable, or are ex- 
cessive, in relation to the services rendered; 

(c) make such recommendations as they 
deem appropriate if any such price spreads 
are found to be excessive; and 

(d) examine the adequacy of price in- 
formation currently available. 


The first brief we are to receive today is 


from the Prince Edward Island Federation of Agriculture 
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to be presented by Mr. Waugh. 


Mr. Waugh, you have some of your directors 
with you. I would be glad if you would introduce them 
to us, and then you might read your brief into the 


record. 
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SUBMISSION OF 
PRINCE EDWARD ISLAND FEDERATION OF 


AGRICULTURE 
Appearances: 
Mr. Colin Waugh President 
Mp, Charles Yeo Vice-President 
Mr. Roland MacDonald Director and Past Presiden 
Mr. Donald MacDonald Director 


THE CHAIRMAN: The brief of the Prince 
Edward Island Federation of Agriculture will be filed 


and marked as Exhibit No. 39. 


EXHIBIT NO, 39: Brief presented by 
Prince Edward Island 
Federation of Agricultunre. 


@ noe = 


MR. WAUGH: On my right here is Mr. Charles 
Yeo. He is a past president of the Federation. 

Mr, Donald MacDonald is a director of our Federation. 
Mr. Roland MacDonald is a director of the Federation 
at tha present time, and also a past president. 

THE CHAIRMAN: Thank you. 

MR, WAUGH: The Prince Edward Island Feder- 
ation of Agriculture welcomes the opportunity and 
privilege of appearing before this Royal Commission 
which we believe has an important function to perform 
and whose findings will be awaited with very consider- 
ae interest not only by the farm producer but by 


the general public as well. 
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Mr. Waug 


We welcome the members of the Commission 
to our province and trust that even though our 
countryside has not donned its Spring clothes that 
it will make a favourable impression, 

Our concern is first of all the economic 
and social welfare of our farm people and next the 
economic advancement of our province. Prince Edward 
Island is a Maritime province that makes its living frqm 
agriculture, with the possible exception of Saskatchewdn, 
no other province is so largely dependent upon agri- 
culture; for this reason our interest in the work of 
this Commission is very genuine. 

Pressure of work in our office with a limitdd 
staff and the absence of a trained economist has made 
it difficult to compile the type of well documented 
and statistical brief which we realize the problem 
requires, 

For the above reasons our observations will 
be of a general nature and will not attempt to provide 
analyses of the situation relating to specific products. 

General: From the beginning of its 
history Canada has in an unofficial way been dedicated 
to a cheap food policy, this situation can be charged 
in part to the ready availability of land, abundant 
supply of labour during the pioneering era on these 
farms, Government policy, and more recently to the 
attitude of many thousands of farm people who have 


moved into urban and industrial centres and do not 
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view with equanimity the idea of paying what appears 
to them high prices for food products. The Canadian 
farmer has been the unwilling victim of the cheap 
food complex and has during the past six years been 
also the victim of spiralling costs which he has not 
been able to pass on to the consumer who in most 
cases fails to realize that increases in the food 
indicies are largely chargeable to non-farm charges 
for labour, transportation, packaging and merchandising. 
The farmer is chiefly interested in what he receives 
and the consumer in what she pays, unfortunately 
neither has given a great deal of thought to the 
charges in between the two which now account for a 
large portion of the food dollar. 

Transportation: Prince Edward Island 
farmers do not have the advantage of any large domestic 
market close at hand, many of our products must be 
transported great distances and their bulky and 
perishable nature adds greatly to the cost of delivery. 
Transportation costs are one of the heaviest items 
which the economy of this province must bear, Total 
charges for incoming freight collect and out-going 
freight prepaid are probably in excess of $10 million 
per year, a heavy burden to be borne by 2 community 
of 100,000 people. 

Transportation costs are of particular 
significance when related to our potato industry which 


finds its most important markets in central Canada 
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for tablestock and in the southern United States 
for seed, Of less but still of great importance 

is the demand for our potatoes in the nearby markets 
of Nova Scotia and Newfoundland which is a valuable 
market for a wide variety of Island products. 

We would hope that your Commission in its 
Studies will be able to devote considerable attention 
to the effect of transportation charges in decreasing 
farmer's income and in increasing food costs. The 
Island farmer has a very particular interest in 
this question of freight rates, Certainly horizontal 
or percentage-wise increases in this field have 
borne with particular hardships on primary producers 
in the extremities of the country. 

Marketing: As markets move farther and 
father away from the farm with the producer having 
practically no contact with the consumer, production 
tends to become less of a problem and the farmer's 
attention inevitably turns to methods of marketing 
and to improved efficiency in this field. In an 
era where the farmer sold directly to the consumer 
he may have had some real bargaining power, where 
perhaps only one or two intermediaries operated be- 
tween the farmer and the buyer there may still have 
been some contact of value, however the modern 
development of large packing houses, wholesale chains, 


and supermarket chains of food handlers have very 


effectively destroyed the contact between producer 
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and consumer, The farmer has today practically 

no bargaining power as an individual, realization 
of this fact has been the primary reason for the 
farmer's interest in developing buying and selling 
organizations which have taken the form of farmer- 
owned joint stock companies, co-operatives and more 
recently marketing boards established under legis- 
lation and having authority to direct and control 
the marketing of farm products. 

We realize that these efforts on the part 
of the farmer to regain his bargaining power are 
viewed with concern, even with alarm by a portion 
of a society which has more or less happily adjusted 
itself to the idea of professional fee fixing through 
associations, bargaining by labour unions, and to 
the assumption that invested capital is entitled 
to a fair return except possibly when invested in 
agriculture. 

In our opinion agricultural survival depends 
to a large extent on efficiency in marketing and upon 
the success btich the farmer attains in perfecting 
and controlling his marketing organizations. The 
consumer should not expect in a highly organized 
society and in an agriculture which is continually 
facing increasing costs that farmers can continue 
to trust to the law of supply and demand while other 


industries operate in a controlled and manipulated 


economy. 


a 


Haat hte Ie vito Sata 


“tLe ta Soa li erslivind apa 


‘ih pli oy "7 ‘et tat dnd ete aievey ov saad ‘eas 1) 
vie" A Biren gaa a yebin oth ieee ‘mibaned asd coudiv | 
~ erry rete pant Mid iow ‘did ‘AS tnw: ydstoga a) ie, 


. igh et 7s eee e pas r ss i 7 ne 
hae te SHO ew SO tetog Geeks. ner eet ae ee 


ey a : ae . oe See 33 E> Cauoomins 2a PE 
a. 2 Pie . 


teu leh le: Lato bie A ee oe an f 
. 


ae @ 


“— & 
hist et we et “adel sib aul ca Fi A 
nd ot eae alias ire or Naito 


=i 
-~otnal vaondl pedal SOnIy, ‘abriitg , 
aa 


ear ie ern Le a” A eabeg: ree teh ig fithi@ a 


ai 4 , +; “ ae A: eae wi Bi Powe 
mi oho Ar ‘opie Phd eases pay weft Rae ee 


aft 


“ay ie 2A 8 ay nha. ye pghd ‘tls ‘32° “ated tt 


3 dei eid aap wage eas get Pasar ad ° ‘cathe 


tia ¥2 Deg biesaals beyasavAl tad? ‘ ebtedihaae Gad 1 


er a pete “etude > 


9 # . 
tees 7 — ane ee ky a KS ets Pyit 


ee 5 has ‘gis - > ge: Pi day Fe. neat _ 
ci Flee os taastiicet SE viene Pige adtiyegie eee oe ha |g 


. ; ania or ae 4 ee ee Pe pits ays ety, ; 
Sa eriver «9 fAvfs ‘topiel etd aoltw eesotue ee ie 


—o 
> 


apt At Laks SY ple balan eve Tout etd yAkDtosjacd bans 
~ ud Le ee ed LE. 
ste See Soaawel ier: Br iecete jetuanon® 


Dans ag aa ge? ioe re ae ee Se foos. 


8 oo 


icstes BEERS nh diel erg = le 14 ete ath ieee cay “Ghiow - 
' ts aa: 
bq { = 


Sin “leQwe be et eee os Saciat 


gai 


bret tel ieunties’ @ Ab evened sehitautian” 


ee ee ae 


tl 
il 


ANGUS, STONEHOUSE & CO. LTD. - 1850 - 
TORONTO, ONTARIO Mr. Waugh 

We would hope that the findings of your 
Commission will reassure the consumer that the purpos 
of farm marketing organizations is not exploitation 
but efficiency in distribution and of keeping 
marketing margins at reasonable levéls and finally 
the preservation in a healthy condition of an industry 
vital to national and economic health. 

Speculation: To what extent speculation 
contributes to the cost of food products is difficult 
to say. Certainly there would appea> to be grounds 
for belief that Speculative profit making contributes 
nothing to the value of consumer goods, Ath the 
Present time the Canadian potato market appears to be 
perhaps unduly influenced by the operations of the 
New York Mercantile Exchange which is the stamping 
ground of people who make their living not from pro- 
ducing or marketing but purely from speculation, 
While at times the producer may appear to benefit 
from speculative profit taking there would appear 
to be little Justification for including in consumer 
prices the cost of keeping people who live entirely 
by their wits. 

We would like to make it clear that our 
reference is not to the type of speculation which 
consists of farmers holding their produce for a 
more favourable market or to the risks taken by the 


legitimate dealer who invest their capital in the 


product, 
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Processing and Packaging: The farm 
producer continues to note with interest and at times 
concern the tendency toward offering the consumer a 
product which is almost ready for the table and in 
fancy and expensive packages. We have no quarrel 
with the consumer who believes or has been induced to 
believe that more processing and packaging is desir- 
able, however, processing and packaging does not 
tend to increase the farmer's returns on the product, 
on the contrary the opposite is the case. It is 
likely that processed food prices will fluctuate 
much less at the retail level thus the farmer may 
not expect to benefit from improved prices when the 
raw material may not be in a less abundant supply, in 
short, the more processing and the more packaging 
the greater will be the price rigidity. Further the 
consumer with the budgeted food dollar will not 
tend to distinguish between what is spent for pro- 
cessing and packaging and what is actually spent 
for food. Thus as this trend continues the producer's 
percentage tends to decline. While we are repeatedly 
told by merchandisers that the consumer is demanding 
these refinements there is probably very good cause 
for believing the merchandisers are to a large 
extent responsible for developments in this field, 
developments which were not initiated for the 
- purpose of giving to consumers better value but rather 
to attract patronage by interesting the buyer in a 


novel way. Gimmicks and sale promotion stunts may 
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benefit the particular inventor in the beginning 
but when imposed as standard practice upon an entire 
industry become a burden both to the consumer and 
producer, 

Grades and Standards: Generally the 


Canadian public has had very good protection from 


the standpoint of health standards in grading to insure 


reasonable conformity to certain established levels, 
however there is a great variety of nomenclature so 
ie ae erades are concerned with No. 1, 2, 3) AvE.C.: 
standard, choice and fancy all of which may be quite 
confusing to the consumer and may lead at times to 
erroneous ideas of relative values. Quality and 
cost are not necessarily synomous. While a roast of 
beef from a choice carcass may cost a great deal 
more and be more palatable than will a similar cut 
from what is regarded as third grade product yet 
from a nutritional and wastage standpoint it may be 
better value than the expensive one. In many cases 
retailers who advertise that they sell only the 
presumably top quality product may be limiting the 
consumer choice and contributing to his or her costs, 
While we do not have statistical data to back this 
statement many well informed persons believe that 

the farmer suffers a greater discount on off grades 
than the margin offered to the consumer would appear 
to justify. We think it is important that consumer 
education be furthered to the end that sound judgment 


may be made as to where real value lies and that 
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searching analysis be made at the same time of un- 
realistic claims made by food merchandisers for the 
quality and value of their products, 

Bonuses and Premiums: In far too many cases 
food products are offered in conjunction with premiums 
and bonuses which the consumer may not require and 
which do add to the cost of merchandising and to the 
eost of food, We suggest close scrutiny of the long- 
term effects of such practices, If the consumer 
requires breakfast food it should be bought without 
adulteration of fire trucks, kiddie Care, Pings oe 
bobby pins. We believe a useful service would be 
rendered by your Commission in Studying and reporting 
on the economic implications of such practice and in 
indicating what legislation if any might be desirable 
in the way of control. Included are, of course, food 
stamps, and premium coupons all of which create 
in the minds of the consumer the impression of having 
received something for little or nothing. 

Dairy Industry: The dairy industry affords 
an example of good organization in its various branches, 
Quality standards are regulated and with few exceptions 
consumers who purchase dairy products are guaranteed 
good quality and fair value. Butter which is one 
of the most widely used food products carry much 
below average spread between producer and consumer, 

In fluid milk, regulations are established and 


producers and consumer prices regulated, processing 
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margins set, all of which are open to the scrutiny 

of the public. We believe that much of value can 

be learned from a study of the dairy industry, its 
methods of organization, its quality standarcs, 

health protection and the charges involved in handling 
Ais products. 

Eggs: Eggs are a product which require 
careful handling, good storage and grading standards 
which give the producer a reasonable incentive to 
produce a better article and the consumer protection. 
Due to their perishable nature eggs present some 
difficulty in handling from the standpoint of the 
retailer. If placed in a paper bag they are readily 
damaged, if sold in cartons by the dozen there is 
greatly added expenses. It may be argued that when 
the consumer pays 4 cents for a carton every time 
a dozen of eggs is purchased that it is not economical. 
Certainly the housewife who buys a quart of milk at 
the store does not buy a bottle with every purchase 
but evidently the purchase of the carton is standard 
practice. Re-usable cartons which the consumer 

opurchases and takes with her to the store could effect 
a marked saving. At times the spread between large 
and medium eggs makes the latter a purchase of very 
good value, however, we are informed thatunless there 
4s a retail spread of 6 cents that the consumer is 


not interested. 


Profit in Percentages: We would suggest 
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that the Commission scrutinize with some care 
statements of retailers which refer to percentage- 
wise profits on the sales dollar. While, of 
course, these figures are significant they do not 
tell the whole story as the frequency of turn-over 
has a very important bearing on the profit made on 
the invested dollar. For instance, butter may be 
handled at quite a small margin but the butter dollar 
may be turned over fifty times in a given year with 
a profit each time. Packing houses, and other large 
food handlers, regularly publicize end emphasize 
their small margin per pound of product handled. 

We believe that a fairer picture would be painted by 
providing information on the profit made on the in- 
vested dollar. 

Federation of Agriculture: The Prince 
Edward Island Federation of Agriculture federates 
some 13 provincial organizations which either directly 
or indirectly represent practically all the farmers 
in the province. In addition, our organization 
unites over 2,000 farmers and their wives who con- 
tributes the larger portion of finances. 

A provincial board of directors number 23, 
delegates executive responsibility to an executive 
of nine which has studied and approved by formal 
resolution the contents of this brief. 

Our organization is a member of the 


Canadian Federation of Agriculture and we would refer 
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to the letter written by the secretary of that or- 
ganization on February 27 to the Chairman of this 
Commission. The letter in question outlines certain 
problems which in the opinion of the national or- 
ganization should be studied and investigated. We 
concur in these recommendations and hope that it will 
be possible for this Commission to act upon them. 

Conclusion: In concluding our brief we 
would express our thanks for this courtesy of this 
appearance. We realize that the work of this Com- 
mission will be of very considerable importance to 
agriculture and the fact that we have not been in a 
position to produce a more detailed study of the 
matters under consideration is in no way a reflection 
upon the opinion which we have of the importance of 
this Commission. 

While the urban consumer may view the 
problems of agriculture in a very detached way we 
would point out that the welfare of agriculture 
has a very important bearing on urban welfare. We 
see in this Commission a splendid opportunity of ex- 
plaining the realities of the situation and of clarifyin 
many of the misunderstandings in relation to spreads 
in food prices which may exist in the minds of both 
producer and consumer. 

We trust that the deliberations of the 
Commission will be attended with every success and 
that its findings will serve as 4 valuable contribution 


to improved urban-rural relationship. 
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THE CHAIRMAN: Thank you very much, Mr, 
Waugh. Our usual procedure is after the reading 
of the brief into the record we would like to ask 
you a few questions, and we would like to do that in 
this case, and your colleagues who are with you may 
participate in the discussions if they want. However 
I would like to ask if we might have a brief recess 
at this time. The Commissioners would like the 
opportunity to meet with His Worship the Mayor, Mr. 
Johnstorefor just a minute, We will break off for 
five or ten minutes. 

=~ Revess. 

--—) Upon. resuming, 

THE CHAIRMAN: We are privileged to meet 
in Charlottetown, and we are very grateful to His 
Worship the Mayor for arranging a place of meeting 
for us, and we wish to thank you Mr. Waugh for giving 
us the opportunity to break off, and pay our respects 
to His Worship. 

Mayor Johnstone would like to say a word 
of grecting to the delegates. 

HIS WORSHIP MAYOR JOHNSTONE: Dr. Stewart, 
distinguished visitors from other parts of Canada, 
ladies and gentlemen, on behalf of the citizers of 
Charlottetown and the council and myself, I erat 
like to officially state that we are very delighted 


to have you here in Charlottetown as our guests 


this morning. I am sorry indeed that the weather 


vii. x toa sie eS 
anknast ‘onl torte si 
Fee 98 oatt nities site trae 

az, tas ab at vats Blind 9 Bh 
am Yes athe wis ‘tithe sangabizoe 4 | 
eB VWER shjne gut ve vena ead il 
“waeoey Vatt4d # Sved Sat te 1B wea 
eat ake ‘bts errait naked. aR “at J 

a oye ita tienen orn’ dae sna t gohnieoaee | 

ith: i atuntet & dest! pare sy 


Bei. 
= “1/8 
7 - 
. > 
+ : 
rad 
- 
i 
heast 
* a at 
ow J 
’ isl 
Pat 
2 al 
> 
acid Sey 
>. 


9% Tid 1B gad 


Joom 97 bepekiietod ona SW)” HARTA AND 
Tor tev 28, 4w bie emeoheatdo Lerseto nh | 
te =z ahkgperte +“o1 sovVaM oaz pare 


cr voy tenis ov }eiw se Sea*yeb 01 | 


it SLuah sotsrrlolo- team 


> AC TRWHOT, ROAM) CHRON GI 

ren tarts abt? avothele butetiogntjelh 
vr fe itkesd nis “Henin drier fia sothes 
‘Tekin: tile Li nvuod ark! faa neotosdeltad> 


cod ow cata *h Site {iLatetyie of ane! 


a ee ", aoiauertin (teat To ave? 
BeQ SSR. were’ i: 


.acinise GQU* ey) 8% 


a Tis tawrd isa vwitleudrogqed ent ae 


~atdero? 2th of 


.esteusisb oy of sntzogrg! Ae 


no Sates a2 ered poy never ol 


ted) booted gudiow dnb 2 grunertent wine 


“ a 


ANGUS, STONEHOUSE & CO. LTD, = 1858 ‘ 
TORONTO, ONTARIO Mr Waugh 


has not co-operated a little better for the 

short time you are going to be here. However, the 
city has done their best. We burned down one of 

our best buildings last night just to show you how 
pleased we were to have you here. We couldn't think 
of anything else really to do, and I hope that your 
deliberations here will be happy. 

To those who are visitng Charlottetown for 
the first time, although your time is very limited, 
we do hope that you will find a little time to look 
around Charlottetown and visit our historic City, and 
if you have not already been there, go and see a few 
historic and interesting places we have to show you 
in Charlottetown, 

The city is privileged indeed to contribute 
in a small way by providing you with this space here 
today. It is not very elaborate, but it is the 
best we have, and probably you will get a lot of 
inspiration from these old beavers around the walls 
who preceded us in the years gone by. 

Again, a warm welcome to Charlottetown, 
and we hope you enjoy yourself and hope you will come 
back again. 

THE CHAIRMAN: Thank you very much, 

Mr. Waugh, in your brief your refer to the 
letter which we received from the Canadian Federation, 
We would like to say that we appreciate the quality 


of this brief. We recognize also that it was 
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Sac. 2eult for the regional branches of the Federation 
to form the research and make the detailed inquiries 
which make it necessary for a complete study of 

such a problem before us, but I want to assure you 
that the various matters which were raised in the 
communication we received from the Federation will 

be under study by the Commission. 

When we complete our hearings in the Atlanti 
provinces, we will have covered the Prairies and 
British Columbia and the Atlantic. te will hold 
our hearings in central provinces with final hearings 
in Ottawa in the Fall, In the meéntime, we will have 
50me staff who wil: be engaged during tae summer 
in leoking into the varicus matters discussed during 
our Spring hearing, and the matters referred to us 
by the Canadian Federation of Agriculture. 

Now we would like to ask you a few questions, 
and I am going to ask Dr. Drummond if he will start 
off and the others will pick it up as we go along. 

COMMISSIONER DRUMMOND: Mr. Waugh, I think 
perhaps the best mode of procedure is to go through 
your brief page by page as it were, and it will be 


a little easier to follow that way. 


On page 2 where you deal with the transportation, 
I would like to ask you one or two questions relative 
to transportation in as much as you put emphasis on 


the amount of transportation costs as a part of the 


cost of marketing your products. 
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First of all, I think we all realize that 
freignt rates have been rising in recent years, but 
I would like to ask whether you can tell us whether 
the average distance that your products have had 
to be transported in recent years has also been 
increased or not? 

MR. WAUGH: No, I don't think the average 
distance has increased too much in the past few 
years. I suppose that you wouldn't mind, Mr. 
Chairman, who answers these questions. Now, we have 
a gentleman here that has considerable to do with 
shipping potatoes, and he could probably, might have 
some figures on that that I wouldn't know definitely. 

COMMISSIONER DRUMMOND: I notice that you 
mention in connection with potatoes that the largest 
part of them have to go to Central Canada, but also 
that very considerable amounts go to Newfoundland 
and Nova Scotia, and of course some elsewhere. iL 
was wondering whether the average distance of that 
product and other products that have had to be 
transported has been going up or not, because that 
is just as important as the actual rate per mile, the 
actual miles. 

MR, WAUGH: Well, you see, apparently 
our population is moving to Central Canada. That 
would naturally mean that more of our goods would 


have to go there to sell. Do you liave anything 


on that Donald? 
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<4 Mr. Waugh 


MR, DONALD MacDONALD: As far as potatoes 
are concerned, the bercenvage volume of our exports 
going to the provinces of Quebee and Ontario have 
been consistently increasing. 

COMMISSIONER DRUMMOND: Increasing. 

MR. DONALD MacDONALD: In recent years 
due to the build-up of industrial areas in those two 
provinccs, and makes a market for our potatoes. 

Plus that fact, we used to ship a substantial quantity 
of potato stock into the United States as well as seed, 
In recent years, the movement of potatoes into the 
States has been relatively small in comparison to 
what it uscd to be. 

COMMISSIONER DRUMMOND: Do I take it from 
that in your opinion, the average distance would in 
fact be increasing in recent years? 


MR. DONALD MacDONALD: Yes sir. 


COMMISSIONER DRUMMOND: Ihat methods, apart 


from changes in the freight rates, do you think might 
be employed to keep down or to put down the cost of 
transporting your products? Is there anything 
elise that should be considered? 
MR. DONALD MacDONALD: For the development 
of processing facilities at the source of production? 
COMMISSIONER DRUMMOND: Is there any 
possibility of putting your products into a more 


transportable form before they start to move? 
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MR. DONALD MacDONALD: Processing to the 
extent that it is practicable will do just that. 

COMMISSIONER DRUMMOND: You feel that 
has gone pretty nearly as far as it is likely to go 
for some time to come? 

MR. DONALD MacDONALD: In this area. Actuall 
the processing facilities are very very limited here. 
In fact in the case of potatoes, for example, we have 
none, We have no processing facilities. 

COMMISSIONER DRUMMONE: Now, I think I am 
correct in stating in respect to your hogs, that you 
have in fairly recent years pretty well concentrated 
on producing a very high quality pure bred animal. 

It seems to me they are commodities which can stand 
long distances of transpcrtation even at high trans- 
Porrvation rates. That is the sort of thing 1 

have in mind. If you could produce a commodity that 
sells for a high price, wherever it is sold, I was 
wondering if there was any other possibility along 
that line in this whole field of agriculture. 

MR, ROLAND MacDONALD: You would mear the 
transportation of live hogs. I do not think it would 
work because of shrinkage on long hauls. Hogs shrink. 

COMMISSIONER DRUMMOND: I am thir.king of 
pure bred animals only, of course, not for slaughtering. 

MR. ROLAND MacDONALD: They would go as 


far as Alberta and British Columbia. They can't go 


very much further. 
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COMMISSIONER DRUMMOND: Are there any 
other commodities that could be dealt with in the 
same sort of way. That 1s what I am wondering. 

THE CHAIRMAN: How is the quality of your 
beet castle? 

MR. WAUGH: We do not compare the quality 
of beef as good here as in the West. It may be cen- 
sidered to be in some circles top quality as to fat 
ana the like of that. 

MR. YEO: When we speak of quality in 
our cattle, we think more of dairy cattle and the 
production of a good -- special holstein herds of 
cattle and there is a limited shipment to the United 
States of good cattle and to the other provinces 
of Canada, but like hogs, it is very limited 
compared with the overall sales of cattle for 
meat purposes. 

In relation to hogs and the shipment of 
purebred stock it is very limited. It sounds quite 
large, but when ecampared with the amount of commercial 
hogs for meat purposes, it is very small. 

The returns for the steck is considerably 
better, but the returns are just based en the fact 
not many are in it. If a few more got into this 
producing of pedigree stock, pretty soon the supply 
and demand would enter into it and we would find 


ourselves not making the money on it. 


MR. ROLAND MacDONALD: I think Dr. Stewart's 
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question was what the quality of beef was which 
is produced in this province. 

If you were to meet a lot of consumers 
on Prince Edward Island and give them a piece of 
Western range fed grade red or blue brand, if you 
iike to call 1t, and put it azainst a piece of our 
top commercial, and allow the Prince Edward Islander 
or the Maritime province man to have his choice, the 
possibility is that he would take our top commercial. 

We only get pasture out here about three 
months a year. We will not get the cattle out until 
before the first of June, and if we get dry weather 
we have to start to bring them back in again by the 
middle of September. In the West they run all the 
time. I breed them so I know what I am talking 
about. 

There is a tendcney -- although the in- 
spector will call it red brand or blue brand, 
according to the fat that is on it, and one thing 
and another, it is not as tender a piece of meat 
because it is stringy and muscley. You do nut 
believe me -- that is true. Our animal is stall 
fed in the stable. It costs more to produce the 
meat, because we have to buy the grain to do it. 

THE CHAIRMAN: You realize I ceme from 
Alberta? 

MR, ROLAND MacDONALD: That is all right. 


| THE CHAIRMAN: I am not questioning what 
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TORONTO, ONTARIO Mr Waugh 


you say. 

MR. ROLAND MacDONALD: You were not born ther 
I presume? 

THE CHAIRMAN: No, 

COMMISSIONER DRUMMOND: You realize we 
also have in our group one person who is an expert 
in the consuming end of different types of beef. 

MR. ROLAND MacDONALD: Personally I am 
talking about the Maritimes, and not an educated 
westerner. 

THE CHAIRMAN: Thank you, 

COMMISSIONER DRUMMOND: I do not want to 
take too long on this matter of transportation, but 
it certainly is an important one, and you stress 
here the question of freight rates. I am just 
wondering whether in your opinions there is anything 
else apart from the actual freight rates that should 
be considered by this Commission in respect to trans- 
Porvavion costs. 

MR, ROLAND MacDONALD: For instance, in 
the sale of livestock, as a rule our price here is 
based on the Montreal-Toronto price for beef, and 
we are penalized the cost of transportation of the 
animal from here to Montreal-Toronto. That animal 
may be consumed over in Nova Scotia, and it never 
goes to Montreal, but our price is based on the 


price at Montreal less transportation costs to get 


it up there. 
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Now, if we are applying something -- I 
am speaking from a farmer's standpoint -- anything 
that we have to buy on the farm, the transportation 
costs from Montreal to Sharlottetown is added to our 
price. We pay both ways. 

COMMISSIONER DRUMMOND: In one case it is 
added and in the other case it is subtracted. 

MR. ROLAND MacDONALD: That Ls riene.. 

COMMISSIONER DRUMMOND: Would you say the 
transportation of your farm products within the Island 
gtself is satisfactory? 

MR. ROLAND MacDONALD: Not at all. 

MR. DONALD MacDONALD: We have a road 
problem here at times, you know. 

COMMISSIONER DRUMMOND: I am thinking more 
of the possibility of duplication of routes and that 
Bory of thing. 

MR, ROLAND MacDONALD: Services. 

COMMISSIONER DRUMMOND: Yes. 

MR. YEO: Of course, in relation to cattle, 
as far as transportation at the local level is concerned 
our system of grading is such that we have drovers 
who come from all directions and actually the returns 
that the drovers get comes from the producers, and 
when you have them eriss-crossing; and two or three 
buyers in some of the other areas that is being paid 
by the industry, it is not practical. 


MR. DONALD MacDONALD: Now that is something 
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that we as farmers Possibly should not be complaining 
about, because it is the System that we tolerated 

for years, but it is up to us to correct it. Well, 
have you ever tried to organize farmers, probably 
wet pat At that way. | 

COMMISSIONER DRUMMOND: Would you say 
that if it were corrected, or could be corrected, that 
it might have some effect in reducing the costs? 

MR. DONALD MacDONALD: I could say that it 
could reduce the spread, There is no doubt about it, 
and as Mr. MacDonald was mentioning about the price 
differential between here and Montreal, I think it 
again is that we are under-organized as far as doing 
a decent job. Not only do we get from 2 to 4 cents 
less for comparable beef, and when I say comparable 
peer, I am using the grades set up by the Department 
of Agriculture in Ottawa, not Mr. MacDonald's grades, 
not only do we get less, I think it is generally 
believed and understood that the consumer is paying 
a little more for the meat that they get out of retail 
outlets. In hogs I would say that the relationship 
between here and Montreal is much better due to or- 
ganization in the other Maritime provinces, which 
has more or less held an umbrella over the Island, 
and the producers. I don't think many hog producers 
here realize that possibly. Those of us who have 
studied it know that that protection is there. 


Just getting bac’s to eggs, we have a price 
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differential between here and the other parts of 

the Maritimes of from 3 to 4 cents, and on some 
grades such as "A" gmall of 10 to 11 cents. TJIsn't 
that right, between here and Moncton and Saint John. 
That again I think is just due to the type of 
marketing, or partly to the marketing facilities we 
have as sensibly or otherwise the way we have handled 
May 

MR. ROLAND MacDONALD: But the reason we 
have such a big market on hogs, we beat them in 
Winnipeg, and beat them in Edmonton. We beat them 
right along. Now that is outside of quality, but 
the reason for that is that all hogs from Prince 
Edward Island are sold on rail grade Government in- 
spected basis, but beef is not, and then it is a 
case of gay a half-ton truck with a 
box on to it, and goes into the farmer's yard, and 
buys from him by bulk, It is a legal transaction, 
and it is the buyer, the dealer merely pitting his 
judgment against the farmer's. 

COMMISSIONER DRUMMOND : Are you suggesting 
there that his judgment is better than the farmer's 
on the quality? 

MR. DONALD MacDONALD: I think if he is 
any good at all and at it every day it should be 
better. 

COMMISSIONER DRUMMOND: Let us go to page 3. 


You stress here that over the years marketing has becom 
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less and less direct or more and more indirect, 

and consequently the contact between the farmer and 
the consumer has become more and more non-existent, 
and that the farmer's bargaining powers have dis- 
appeared. 

Now first of all, elsewhere in the brief 
you mention that it has been -- it is developed here 
as elsewhere, that supermarkets, large scale chain 
retail outlets, and so on, in some parts of this 
country, the development of supermarkets and chain 
stores has partly resulted in a considerable increase 
in the direct marketing by some farmer's products, 
such as eggs, for example. I am just wondering if 
there has been any similar development in Prince Edward 
Island? 

MR. ROLAND MacDONALD: The farmer didn't 
market eggs to a supermarket direct, unless he has 
got a license as a grader. All retail eggs must be 
sold under a Government inspected grade, and as a 
farmer myself I can't go in and pick them up at a 
poultry house unless I put them through a candling 
station or get a license from the Board of, I guess 
Utilities Commission, isn't it? I would have to 
be a licensed graderanyway before Il could pick them 
up, and then have to put them up under my own brand 
name. 

COMMISSIONER DRUMMOND: Would you say that 


as things are right now, that there 1s very little direc 
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Mr. Waugh 


marketing to the retail stores on eggs in this 
province? 

MR. ROLAND MacDONALD: Very Ligtie, 

MR. DONALD MacDONALD: Charlottetown: of 
course it is done. 

COMMISSIONER DRUMMOND: Increasing do you 
think? 

MR. DONALD MacDONALD: I believe the larger 
stores depend mostly on,eggsfar as directly from the 
form, which are cartoned at the farm by the 
producers. 

MR. ROLAND MacDONALD: But it.was..a very, 
very small percentage of the eggs produced in the 
province. 

MR. DONALD MacDONALD: Oh that is right, 
but it is a sizeable percentage of the amount of 
eggs consumed in Charlottetown. 

‘COMMISSIONER DRUMMOND: The only reason 
I ask it is this development has taken place 
apparently elsewhere, and because you state here you 
say that your marketing has become more and more 
indirect. I just wondered if there was the reverse 
movement at all. Now you mention on that same 
page that the farmer has practically no bargaining 
power as an individual and that as a result he 
has attempted by various means to try and increase 


his bargaining power, either by organizing farmer= 


owned joint stock companies, voluntary co-operatives 
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TORONTO, ONTARIO = 1871 a 
Mr. Waugh 
or marketing boards. Could you explain to us very 


briefly the extent to which farm products are marketed 
eo-operatively through voluntary co-operatives 
at the present time? 

THE CHAIRMAN: Have you that information 
Mr. Waugh? 

MR, WAUGH: No, I haven't, but we think that 
Oe Go a 

MR, ROLAND MacDONALD: The only thing on 
that is wool that is co-operatively marketed and 
what else have you? 

MR. YEO: A lot of our potatoes are sold 
to the co-operative by various procedures of co- 
operatives, they go direct from the local co-operative 
to the trade, or through our central agency here in 
Charlottetown and joint stock companies do 
some processing especially in the dairy industry, 
and we have had an amalgamation of several smaller 
dairies into one quite large concern in Prince County, 
and they market their product much more efficiently 
I would say than could have done by the smaller groups 

COMMISSIONER DRUMMOND: Ts that farmer- 
owned? 

MR, YEO: Yes. As to the perecntage of 
potatoes that go through co-operatives, you may have 
that Donald, I wouldn't. 


MR. DONALD MacDONALD: The range sir would 


be from 10 to 15 per cent. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


COMMISSIONER DRUMMOND: 


poultry co-operatives? 


the fact that private business and Government assistance 


MR. DONALD MacDONALD: 


- 1872 - 
Mr. Waugh 


You have no 


Yes, 


but due to 


has established a modern plant in the province within 


the last year most of the poultry is marketed through 


that central plant. 


handle somewhere between 25 and 50 per cent. 


In the matter of eggs, we probably co-operatiyely 


ae! 


the case of wool which has been spoken of already 


of all wool produced in the province last year some- 


where between 125 and 150,000 pounds, 8,000 pounds 


were marketed co-operatively. 


COMMISSIONER DRUMMOND: 


MR. DONALD MacDONALD: 


Eight? 


Only 8,000 pounds, 


the rest was picked up at the iarm by wool drovers 


and taken out of the province contrary to the producers 


of the wool marketing legislation under the Federal 


statute books. at the present time. 


COMMISSIONER DRUMMOND: 


Would you say 


then that there is still ample room for co-operative 


action as a possible means of improving the situation? 


sir. 


MR, DONALD MacDONALD: 


COMMISSIONER DRUMMOND: 


province with marketing boards. 


Certainly would 


I understand 


that you have had already some experience in the 


Any one of you 


would care to give us a belief summary of the nature 
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Mr. Waugh 


care to give us a brief summary of the nature of 
that experience, how long you have had it. 

MR. ROLAND MacDONALD: Mr. MacDonald is 
the Chairman of that Board, 

THE CHAIRMAN: I would like to direct a 
question to Mr. Waugh I think. 

MR. WAUGH: It is a long story, and I don't 
know just how short I can make it, and make sense. 
Anyway, back in 1949, the Federation of Agriculture 
conducted a ballot plebiscite by mail. Are you in 
favour of a potato marketing board? Now as I recall 
it, there were only 35 out of 7,000 farmers that voted 
against the marketing board. In fact, the great 
majority of them favoured it, and it was organized. 

It worked along, developed up until possibly 1954, 
and there was I believe, a number of people wanted 
to have a plebiscite again. 

There was a ballot again prepared and mailed, 
and the great majority were returned and somewhere 
around three-quarters, probably 74 per cent, I just 
forget, were in favour of the continuation of the 
marketing board. Then there was some organized 
resistance to that, and the Government proceeded then, 
and that was in the Spring this vote was taken if I 
remember correctly. In the Fall the Goernment proceede 
to hold another plebiscite, and the vote in favour of 


the marketing board was stronger than ever. 


— This was a producer-controlled marketing boa 
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If I remember, it went along. i think anti August, 

and that board was more or less, there were a lot 

of farmers got thrown out, and the Government then 
appointed a marketing board, with hands tied mere or 
less, and it went on then in a kind of a way until 
last -- when was the last plebiscite? Last October, 
aad they had the plebiscite, Government held throughout 
the Island the same as the provincial election held, 
weny vO the poll to vote, There were only roughly 
2,000 out of the estimated 7,000 potato growers voted, 
and 1,000 voted for the board and 1,000 against, and 
this board is to terminate on the 30th of June, and 
then there is no marketing board. 

There is the story if you can make any 
sense.out of it. 

THE CHAIRMAN: Is there any place in which 
the various studies are reported as published material 
and reports? T don't. think that we want to pursue it 
in detail now, but if you can tell us where we might 
get reports on it. 

MR. WAUGH: On the Potato Marketing Board? 

THE CHAIRMAN: Yes, public reports. 

MR, DONALD MacDONALD: Their yearly report 
from the beginning would be available at the board 
SLLice., 

THE CHAIRMAN: This would mean the report 
on the activities of the board during the year? 


MR, DCNALD MacDONALD: That would cover I 
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know at least from 1950 to 1960, it would be in 

the annual report of the company of the Board to the 
Board members, all of which would be available at 
the Board office. 

COMMISSIONER DRUMMOND: Would those reports, 
Mr. MacDonald, indicate to us just what the objects 
of the Board were at the beginning and what methods 
were planned to follow in keeping the objects? 

MR. DONALD MacDONALD: That is certainly 
prue Tor the first six years of the Board's existence. 
I do not know to what extent they have been kept 
for the last two years, whether they have been carried 
on in a similar manner or not. 

COMMISSIONER DRUMMOND: Are there any 
other details in the agricultural presses around that 
time that would be helprul to us? 

MR, ROLAND MacDONALD: I believe the Guardian 
in their report would have a report. JI am sure some 
press reports are available and can be forwarded to 
the Commission. 

MR. YEO: You might find it hard to get 
an accurate report that you could accept. Actually 
if you were to take the two different groups that were 
on the opposite side of the fence, you would get an 
entirely different report, and it would be hard to 
decide just where the balance came. 


COMMISSIONER DRUMMOND: That seems to be 


the usual situation. 
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MR - YEG: In talking about marketing 
boards, we have and I think it is generally accepted 
right across Canada, in the fluid milk trade we have 
our fluid milk marketing producer's board, and it 
operates pretty much the same as any other milk board 
across Canada, I believe, 

COMMISSIONER DRUMMOND: I was going to ask 
you a question or two about that. You mentioned 
here under the heading of Dairy Products on page 6, 
in the case of fluid milk regulations are established 
and producer and consumer prices regulated and pro- 
cessing margins set. I take it from that that the 
prices are determined at both sides; that is the pro- 
Huceroand- consumer end, 

MR. YEO: That is right. 

COMMISSIONER DRUMMOND: It definitely fixes 
prices? 

MA wee HOs) peasy 

COMMISSIONER DRUMMOND: Which automatically 
sets the margin? 

MR. YEO: Yes. Possibly the only thing 
that is really at loose ends a bit is the surplus. 

As a producer, you have no control of your surplus 
except to have a lower price and in some cases 

he is not -- I do not say he is not satisfled, but 
there is a price there that if he was of a suspicious 
nature he could wonder if he was satisfied or not. 

MR, ROLAND MacDONALD: Nearly all the 


plants that are processing fluid milk in this area 
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with the exception of one are paying $1.20 per pound 
butter fat, and that is based on a Government test. 
That is not the processors! test, because I am one 

of the originators of the fluid milk processors and 
producers association, and I am a member of the local 
Provincial Milk Board, as I have already said, and 
your milk price is definitely set by the Board for 
the retail price per qua.t on the street. 

COMMISSIONER DRUMMOND: How do you go 
about determining just how wide the spread should be 
between the two prices, the producer's and the 
consumer's price? 

MR. ROLAND MacDONALD: Well, it would be 
a lengthy story. 

COMMISSIONER DRUMMOND: Do you undertake 
to make a detailed investigation of the processing 
costs and the distribution costs? 

MR. ROLAND MacDONALD: We have done that. 
We have the same as you. We have accepted briefs 
from processors and also from the producers. 

COMMISSIONER BRUMMOND: Has there been 
any consideration here of -- 

MR. ROLAND MacDONALD: Remember now that 
the producers and the processors are both in the 
one organization, and we settle our differences 
mainly -- I am a producer of fluid milk. I am 
also -- I represent that association, the Milk 


Producers and Processors Asseciation on the Provincial 
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board, but a great many of our problems never come 
before the board at all, We settle them in our own 
private meetings. 

COMMISSIONER DRUMMOND: Well now -- 

MR, ROLAND MacDONALD: Of course, the produc 
in that organization have 95 per cent of the voting 
power. 

COMMISSIONER DRUMMOND: You say that your 
producers and your distributors are really one or- 
ganization? 

MR. ROLAND MacDONALD:; Really one or- 
ganization. For instance, the Secretary of our 
association is the manager and owner and the proprietor 
of the Sunshine Island Dairy, one of the largest dairie 
in ce province. 

COMMISSIONER DRUMMOND: Are there any 
farm co-operatives processing and distributing? 

MR. ROLAND MacDONALD: Not in this area. 

COMMISSIONER DRUMMOND: Has there been 
any consideration by your Board of the idea of dropping 
the price at the retail end? That has been done in 
some other provinces. 

MR, ROLAND MacDONALD: We only take a five- 
cent spread. 

COMMISSIONER DRUMMOND: Is that the same 
all across this province? 

MR. ROLAND MacDONALB: All over the province 
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are complaining their spread is not big enough right 
now, with the exception of one dairy. He 1s not saying 
anything. JI suppose he would be glad to get more if 
he could get it, but he is a very efficient dairy man. 
When we go into the barn, and see a lot of milk on 
the floor we don't figure he is getting much -- 
inefficient management. 

COMMISSIONER DRUMMOND: Have the number 
et distributors in your P.E.I. -- 

MR, ROLAND MacDONALD: There are six in 
tags area,.or- in Charlottetown. 

COMMISSIONER DRUMMOND: Is that any less 
than it was 10 years ago? 


MR, ROLAND MacDONALD: At one time in this 


town before we had the association, ,and before pasteurization 


became compulsory -- well, it really is not compulsory 
FormmiriG Jt 18 an accepted fact. —-= we had 35 different 
distributors on the streets in this city when it wasn't 
as big as it is now paying $35 a year for licenses. 

PROFESSOR DRUMMOND: A good many producers 
and distributors. 

MR. ROLAND MacDONALD: Producer-farmer. I 
was at 1t myself for 14 years. 

PROFESSOR DRUMMOND: Has the reduction 
of the number of distributors made any difference 
in the width of the spread? 

MR, ROLAND MacDONALD: No, I don't suppose 
acd4d..but it did pul the. price up. We were selling 


milk in the 1920's -- we were selling milk for 10 cents 
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I sold milk in thi3s town for 7 cents a quart. Then 
Wei got up.to. 10, Then we decided we were working 
for nothing and board ourselves so we started to 
form this organization. We have it up to 18 cents. 

COMMISSIONER WALTON: Do you have public 
hearings any time when you are adjusting your prices 
or making an increase, or do you have any consumers 
allowed in? 

MR. ROLAND MacDONALD: On the new board -- 
on the old board it formerly consisted of 3 members -- 
one for the Government who was the Chairman, and an 
employee of the Department of Agriculture, namely 
the dairy superintendent of the province. The other 
was myself representing the producers and processors, 
and the other man representing the consumers who 
happened to be Dr. Carson. Then they changed it. 
Let me see now, I guess, about a year ago -- it would 
be about 14 months ago they appointed a five-man 
commission under the Chairmanship of the County Judge 
Darby from Prince County, myself representing the 
producers, a man by the name of Wall representing 
the processors and two ladies, one from Charlottetown 
and one from Summerside representing the consumers. 
So far we have had --~ 

COMMISSIONER WALTON: Are you getting along 
ail riente 


MR. ROLAND MacDONALD: We didn't have any 


meetings. 
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MR, YEO: Speaking of milk I think possibly 
Prince Edward Island has the cheapest price in retailin 
milk of any province in Canada. 

COMMISSIONER DRUMMOND: You said 18 cents, 

MR, ROLAND MacDONALD: No, 19, 

COMMISSIONER DRUMMOND: Your spread is 
5 cents which means your farmer is getting what percent 
age of the consumer's dollar? 

MR. ROLAND MacIONALD: You will have to get 4- 
where 1s your pencil? It is based on $1.20 a pound 
Pavvertayv. Our basis of figuring 1s 3.5 now == 
MR. YEO: JI think Rolly you are wrong. That 
brings it to about 10-1/2 cents a quart, so that we are 
receiving about 55 or 60 per cent of the consumer's 
dollar, 

MR, ROLAND MacDONALD: Maybe I used the 
word" spread"in the wrong place, That is what the pro- 
cessors tell me they make, ,their prorit would be, 
and to keep up their rates. Now let me explain it 
to you and you figure out the spread yourself. Rating 

each unit as $1.20 a unit, which was only tested, 

your price would be to the farmers $3.60, three times 
S20: Now for every decimal above 3 he gets 12 cents 
extra. Now my price at the present time is 3.6, 

4t 1s $3.50 per hundred, plus 6 times 12 and if it was 
2 or 3 or 4, whatever you like, it is 10 units, 10 time 
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COMMISSIONER DRUMMOND: These prices of couyse 


would be -- 
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MR. ROLAND MacDONALD: Ana they do not as 
a rule pay for more than 4 per cent milk. The dairies 
kick, They say that if they pay for 4 per cent, 
they are going in the hole. Now there is no law to 
prevent them, 

COMMISSIONER DRUMMOND: This would assume 
of course, that all of the milk is actually sold and 
consumed as fluid milk, and this of course is not 
the case, 

MR. ROLAND MacDONALD: Of course, they 

had some extra over, but they have to, they are 
Supposed to make a monthly report of the number of 
quarts of milk retailed on the street, and we have 
access to their books, and can find out how much 
they paid for that fluid milk price. Now then if 
the surplus milk is brought down here to another 
dairy which is designated specifically to handle 
the surplus milk at butterfat prices, which right 
now is what -- 64 cents. 

COMMISSIONER DRUMMOND: You have all of 
Monk sold in stores? 

MR. ROLAND MacDONALD: Considerable. 

COMMISSIONER DRUMMOND: Any differential in 
the retail price between store and rural delivery? 

MR, ROLAND MacDONALD: We are allowed a 
differential of a cent. 


COMMISSIONER WALTON: At the consumer 


level? 
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MR, ROLAND MacDONALD: The retail merchants 
ean charge 20 cents for it, and sold within the limit 
of the law, and he blames -- remember now he buys it 
wholesale, He buys cheaper by the case, There is 
a wholesale price and a retail price set by the law. 


COMMISSIONER DRUMMOND: Is there any 


significantepart of your total milk sold in the stores? 


MR. ROLAND MacDONALB: Yes, I couldn't give 
you the exact figures, but it 1s obtainable all Picht. 

COMMISSIONER DRUMMOND: It is significant? 

MR. ROLAND MacDONALD: Yes, if the store 
carries milk in glass containers in a quart. 

COMMISSIONER DRUMMOND: Now the only 
question on that is this: Your brief states that we 
believe much of value can be learned from a study of 
the dairy industry methods of organization and so 
forth, and charges tnvolvéd in handling. I am 
wondering just what was in your mind in writing that, 
whether you felt that the type of organization, the 
arrangements in respect of price,<ithe determination 
of margins that aa used in connection with this 
commodity would be in any ‘vay applicable to other 
farm products? 


MR. ROLAND MacDONALD; IT believe what the 


farmers had in mind there, that perhaps this organizatio 


of the fluid milk producers and vendors associations 


lea se 
7 On < i. : # 
rs i - n a 
i = r ‘, “a5 pee 
ad edotam Slater sf :SjAgOtioaM GM MOF 
=e on 
gtatl ef? alatinw blot tnw .@2 YO? Bi ar 
a bak uy han) 
* caine A Te = ay 
st aya si wor todmeney -- Bens # tifa Si “Os 
Rey ke aa ott ate 
at area ” pene’ exg ¢i-weqnana’ a ou > 


wel #82 ud Jue te asiag' ileves' a hoa eotra baad 


_* e oe 


| 
| ond F982 el ~ :RDMMURT AEMOTM IO 
| 
. 
. 
| 


off nt ion alta Isv6? ske-30 sdbqoentnot it 
4 ‘a Une 
Ws a°abises tL . Bey ' S@TADosh: CHLAION , AM. - “) 


ty Lio elitatedde “ar ob did: (detuart ‘tonne one ioe 


‘gxonPitnnte et 31° etROMMUNET FOLesIMNOs f.4 
jARo | i] 
eros sa¢ 1’ .aoY “STAMOdosM GAIOR 7S © 5 eae 


ae seine 9 <} atenistniéd esnig et cite ealrres 


MMURG HDTEAIMMOD es 


- 
Me 4 
+ 
x 
4 
a 
% 
>- 
= 
~ 


i 
a Jeni estate sind <UOY - sala? ef 3#43 a0 “noseesup 3 
| to ybnes so wor Kecresel od: iss siiisy ‘io deveins’ vystted 
se brs novase fwagao Xe Ab reat ats. yatevbat gota ad? 
wn T" .getibasst at fey tornk ‘yegrario hoaiydina’ i. , 
Pilathcuey of asw athe ‘Seat BikS.s brow 
. i+ .wotdneticdts, to- aqyt ont Stengel: vay .cvedtesin 
| : t . i 
. teetfhrsteb andi gow 1 Sc Josqeet at -aAcnomepasws. | 
* 
Sn -sotssorton ft bess -o0ew $sdy antarhm or 
| radio o¢ ‘Sidksitpags alae fl ef bivow. ytihommor 
ha 
| en Tae a Pics, che stat OUDOTS, Oe 
J 
| i) gory aveibsa Ti Adan Toei WAIOR. <M . ch 
| 


infiskivgato nid agkited gens .-1eng shana ai bés mesa 
' 


. awolgeFodsse sipine’. Jaa”: 
r SOP Sess one? 2G! be ae 
: ; STi a eae Se bo Oy Nak ay.* Me reek 
ee =z) Nod 
a es A dl a . 


Q 
ANGUS, STONEHOUSE & CO. LTD. a 1884 = 


TORONTO, ONTARIO Mr Yaugh 
« W 


of Charlottetown area, we had in the vicinity of 

35 or 40 vendors in this town all tearing at one anothed#'s 
throat with milk being sold on the streets at 10 and 
2 Cents a2 quart. Now during the war years, the 
Government subsidized us to the extent of 2 cents a 
quart, and you made out a report and swore to it, and 
took it to the bank and got a cheque Tor i, “TF think 
everybody always took it, did not perjure themselves, 
but anyway then we all got together, both processors 
and producers, and incidentally, there are 110 paid 
up members in the organization around Charlottetown 
that are in the fluid milk business, hauling milk 

to town to the factories as fluid milk, Now our 
dues are 55 a year, and either pay the $5 or don't 
seli milk. One or the other, In fact, they don't 
ask you for it, they keep it, because the secretary 
happens to be -- the processors just hold it off your 
pay cheque. 

COMMISSIONER DRUMMOND: Check off system. 

MR. ROLAND MacDONALD: Yes, voluntary check 
Phi oer Ls what it is. 

COMMISSIONER DRUMMOND: This is a very big 
question. 

MR. YEO: I think possibly what this has 
in mind, believing as we do that if they make a study 
of the dairy industry it would mean that we could 
possibly better our position, but we do have to keep 
in mind that some dairy products in the fluid end of 


%, ite to service the local area. 
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There are other factors envering Inte Lt, 


| 
when we get into the export market, factors such 
as competition and the fact that the fluid milk is 
very perishable and cannot be hauled over too large 
a space, 
MR. ROLAND MacDONAID: Yes, but you must 
remember Mr. Yeo, that we did succeed in organizing 
a closed shop in an area of surplus production, put 
it that way. 
MR, DONALD MacDONALD: I would like to 
point out gentlemen, that the dairy industry is one 
field where co-operatives are farmer-owned and 
controlled organizations control the production and 
Sale of at least 50 per cent of the products, and maybe 
substantially more was Cone. fFarmer-controlled or- 
ganizations are a very cominant factor in the dairy 
industry to a far greater extent than in other places 
of agriculture. 
MR. ROLAND MacDONALD: That Le PAents 
MR. WAUGH: Might I just say we feel that 
the dairy industry in this province, that it is 
probably better organized than in any other branch 
of our farming endeavour. We have the Dairy Assoctation 
private enterprise, we have co-operatives, we have 
the farmers representing the organization, they are 
all working together for the benefit of the industry, 
for the benefit of the producer and consumer as well. 
— I don't think anyone is getting rich in it. 
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I don't think anyone is getting very poor, They 
have it organized that they don't wish to, they 

wish to produce, they wish to sell, and they wish 

to carry on in the busines in a business-like way, 

and I think they have fairly well succeeded in doing 
that. I don't think they are trying to create a 
hardship either on consumer, and do not wish to get 

gel ed aie They just want to distribute the milk the best 
way they can. 

COMMISSIONER DRUMMOND: Just one or two 
more questions here. Your section dealing with pro- 
cessing and packaging, you state that processing and 
packaging does not tend to increase the farmer return 
on the product, on the contrary the opposite is the 
case, I am wondering if you want to put any limitations 
on that statement at all? 

MR. WAUGH: Well processing and packaging 
Ze telt-it is a fairly expensive thing tnat is to 
carry it to extremes, and I don't know it seems in 
some cases it is -- 

COMMISSIONER DRUMMOND: There are some 
people of the opinion that by improving packaging, for 
example, that can result and in fact does result in 
an expansion of the volume of sales of your products, 
and thereby may tend to increase your net income, 
more than the cost involved in doing this packaging. 


Now I was just wondering what your reaction could be 
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MR. WAUGH: It might on a portion of the 
product. People can Only eat so much, If they are 
going to eat more on one, they are going to cut down 
on the other, I will admit it is nice to have the 
product done up attractively. We believe probably 
it should be done, but g0 to extremes and keep on more 
expensive packaging, it can only result in either we 
will get less or the consumer has to pay more, 

COMMISSIONER DRUMMOND: You have gone some 


distance in the packaging of your main cash crop 


potatoes in smaller packages and so forth, Do you 


to the farmer? 


MR. YEO: I think you can say that it was 


something that is happening. It is something that 

people accepted, the small packages, and you either 

get into that or else you get out of production altogether. 
The packaging that I would be more concerned 

with is the meats, and processed meats and vegetables, 

the quick frozen industry and all that. That is 

where the great spread comes between producer and 

consumer. Now I will admit that consumers, the consumer 

are always right, and if they want a certain thing that 

is the way we have to give it to them. Unfortunately 

the consumer as our brief states, and I think it is 

right, they don't understand how much of it 1s getting 

back to the farmers. Neither do they care, and I 

might as well be frank about it in saying that the 
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feel in general that has been definitely beneficial 
Opposite is the same. The producer, he is worried 
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what he is getting and not too concerned what the 
consumer is paying and there is a need for those 
groups to get together and understand the position 

of the other. That I think will be the best result 
of your inquiry is to bring it before the public, 
just what it does cost the consumer really, and what 
the producer is receiving for his product. This 
trend of getting into smaller packages, done up fancy 
like, the consumer wants it and they are going to have 
Paavo wt 1s) cutting down the prices that I feel -- 
et vouch LT really couldn't puta figure on 2t, as 

to what the producer is getting. 

COMMISSIONER WALTON: Was that what you 
meant on page 5, that the farmer is suffering a greater 
discount on off grades than the margin offered to the 
consumer would appear to be justified. Then further 
up you amplify it by giving the example of a great 
confusion of understanding of grading, one, two, 
three, fancy, choice and standard, and because the 
consumer dues not understand these particular grades, 
that the second and third grades are not in demand 
by the consumer, and so as a result there is a 
greater discrepancy in the price. 

MR, YEO: On different products you get 
different reactions. Very often I don't think the 
consumer knows what the colour of a label means, 
and in some co-operatives they put up their three 
coloured labels, and in some cases even co-operative 


consumers do not understand what they mean. 
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COMMISSIONER WALTON: They do have to put 
the grade in as well as the colour. 

MR, YEO: They have to put the grade in. 

I believe the attractiveness of a label has more to 
do with it than the printing that is on hi eg te hs We 
lot of cases, 

COMMISSIONER WALTON: We were told of a 
case where one husband was sent by his wife to get 
peas, and told to get anything but standard, so he 
brought back substandard, 

COMMISSIONER DRUMMOND: I was interested 
in your statement that the consumer is always right, 
and yet in your brief it seems to me you repeatedly 
suggest a need for more consumer education, Would 
you say that it is possible to make the consumer 
more right by more consumer education? 

MR, YEO: I say the consumer is always right, 
I am using a term that is used in merchandising circles, 
and especially in talking to staff, do not argue 
with a consumer if they want something, give it to 
them. 

COMMISSIONER DRUMMOND: What I would really 
like to know is how much you think it is possible by 
process of consumer education to influence the consumer's 
attitude towards these various types of packaging, 
and these various other things you mention, 

MR. ROLAND MacDONALD: Dr. Drummond, hasn't 
the consumer been educated every hour of the day? 
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Hasn't he been saturated with propaganda all the time 
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about specific brands. You cannot turn on the tele- 
vision or radio and you won't hear a soap opera 

say to us "What about that". Isn't that education 
to the public? 

COMMISSIONER DRUMMOND: Is that education 
or 1s it deliberate propaganda? 

MR. ROLAND MacDONALD: Well, it is education 
or propaganda. At any rate, I consider that the con- 
Sumers have been so taken by the propaganda I think 
we should get some propaganda from the producer's 
standpoint. 

COMMISSIONER DRUMMOND: I am just wondering 
if you think it is possible in practice to have a 
type of consumer education? 

MR. ROLAND MacDONALD: For instance, a 
lady was talking about beef or somebody was talking 
about beef here. Now, the brand of beef coming out 
commercially has got little or no difference except 
in the package or the carton. I think I know something 
about beef. The difference between the two of them 
would not be discernible to the uneducated eye of 
the average housewife. The consumers want and demand 
that. The cost of living is changing, and I know 
pe cian a I think that if there was a law passed 
against making can openers we would all be better 
off, because too much of their stuff goes on the 
table in a prepared condition. The average house- 
wife -- I suppose I am going to get jumped over 


about this -- the average housewife just doesn't 
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want to do anything. That is partly your trouble. 

COMMISSIONER DRUMMOND: Do you think it 
would be possible in practise to enforce such a law? 

MR. ROLAND MacDONALD: I don't know. 

COMMISSIONER WALTON: I think that the 
meeting between you and your representatives on the 
Milk Board is going to be very interesting when you 
have a couple of ladies there, 

MR, ROLAND MacDONALD: But isn't it true? 

I remember the time going around in this province when 
there wasn't one bread wagon and there wasn't one 
bread truck travelling the province. Today you meet 
them every two or three miles. The country woman 
today is buying packaged bread,tInstead of paying $1.06 
for a hundred pounds of bread she is paying about 

$20 for flour. That is the difference. 

MR. YEO: For diplomatic reasons I would 
wish the Commission and the press not to associate 
myself with the remarks of Mr. MacDonald, 

MR, ROLAND MacDONALD: Well, Mr. Yeo was 
always a timid soul. 

COMMISSIONER COUVRETTE: On page 4, just 
a question or two, in the processing and packaging 
again, would you give a definition of the words"returns" 
"farmer's returns on the product" about the middle 
of the paragraph? Do you mean by that the share in 
the consumers! dollar? That is on page 4, in the 
middle of the last paragraph: "However, processing 


and packaging does not tend to increase the farmer's 
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Bik. ROLAND MacDONALD: According to the 
National Journal of Statistics published by the 
Dominion Government, there was one time the farmer 
got, I think it was, something like 60 per cent 
of the consumer dollar. When it came to year 1951, 
if I understand the recent statistics correctly, he 
is getting 37 cents of the consumer dollar. 

COMMISSIONER COUVRETTE: Would you all 
agree that that is the meaning of the word "returns". 
fies 18, your definition of 1t is, that te’ the 
producer's share of the consumer dollar, or would it 
indicate something else? 

MR. ROLAND MacDONALD: No, it would be 
OUxr share of the consumer's dollar. 

COMMISSIONER COUVRETTE: Would you all 
agree on that? 

MR. YEO: Yes, I think in so far as in- 
creased returns with the exceotion of somewhere over 
the past year, the returns to farmers, that is his 
gross return possibly has increased slightly, but 
his net return has not. The statistics that get the 
most publicity in the paper concerning farmer's 
income is usually on their gross return rather than 
their net return. 

COMMISSIONER COUVRETTE: The reason for 
my question is this. You seem to imply that because 
therg js, some, processing and packaging of foods 
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consumer dollar to the Producer should remain the 
same, It strikes me that the producer has so much 
to do to sell his product, Then the processing 

and packaging comes in. i’ fall t6 sée aft ere spread 
is getting wider that the producer's share ought to 
be larger, I fail to see how it ean be done and 
why it should be claimed that there is a decline from 
the producer's point of view, because of that. This 
is not the first time we have heard that. We have 
heard in other provinces that the primary producer 

is complaining that his share of the consumer's 
dollar is getting lower; therefore he Says this is 

a declining situation, a bad situation for the 
producer, What has it got to do with the added 
cost coming from the processing and packaging in 
which he is taking no part whatsoever? 

MR. YEO: I see what you mean. The party 
that processes and packages has a valid -- he has 
done a valid service there that requires him getting 
paid for. It has cut down on the producer's share 
of the consumer dollar. 

Only as much as somebody else has stepped 
in to get another slice out of it. I do not think 
that we can -- we cannot discredit the other party 
from stepping in there and getting a share of it, 
but those of us who are practising agriculture know 
what we are getting, what our financial position 


is and also knowing that the cost of living to the 
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| the consumer is going up -- this is the conclusion 


that we just have to come GO} 

COMMISSIONER COUVRETTE: Well, may I suggest 
that the cone¢lusion you are coming to is rather that 
you are not getting enough, but not that it has any 
relationship whatsoever with the share of the consumer 
dollar that you should get necessarily. 

MR. ROLAND MacDONALD: Would you accept 
an economist's judgment on that better than ours? 

COMMISSIONER COUVRETTE: Well, not necessarily. 

MR. ROLAND MacDONALD: The late Dr. Hope 
is our authority, and I think he was paid $10,000 
a year or better by the Federation of Agriculture 
to just figure these things out. He, in his various 
periodicals, which we get from our own association, -- 

THE CHAIRMAN: Let me put it this way. 
Supposing that the price is a dollar, and you are 
getting 40 cents. Now, some advertising man gets 
an idea that he can make these products more attractive 
to the consumer, and so he devised some box or 
gadget or label for doing this. This costs money, 
and supposing that the price to the consumer went 
up to $1.02 in order to cover the additional cost 
ofthis. You are still getting 40 cents. Your 
share of the consumer's dollar has now fallen, but 
it doesn't effect your position at all, except perhaps 


this way, that there may be relationship between 


the increase in price to the consumer and the quantity 
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which the consumer will buy. 

Now, let us Just suppose this was a good 
gadget, and that in fact was at $1.02, the consumer 
will buy more. Well then, this works itself away 
back to your position, and it is possible that you 
may be able to sell more of the product at 40 cents, 
or you might even now be able to get 41 cents, because 
the consumer demand for theproduct has been increased 
by this effective gadget in the marketing system 
which has increased the consumer's demand for the 
product. 

I am not saying it always works that way. 

I just give an illustration of a situation in which 
it might be said that the producer's share has 
declined, but there is no evidence the producer is 
any worse off because of that. 

COMMISSIONER COUVRETTE: I would be inclined 
to go along with this type of opinion by an economist. 

MR, ROLAND MacDONALD: Of course, your 
example is purely supposition. It is not actual 
Pact. 

THE CHAIRMAN: That is right, it is purely 
SuUpposition. It is a hypothetical illustration. I 


think that is the point Mr. Couvrette was trying to 


met at. This cannot really effect your position 


detrimentally although your share of the final consumer 


dollar is less 


MR, ROLAND MacDONALD: Well the cost of 
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the product in getting it to the consumer can be 
divided into, the labour involved could be divided 
into the farmer's labour and the non-farm labour. 
The non-farm labour is always at a much higher level 
than the farm labour hourly, or daily, weekly, or 
monthly, so that the more non-farm labour that goes 
into a product, the higher in price 1¢ 1s going es 
be, and the farm labour end of it is not going to go 
up at a corresponding rate. 

THE CHAIRMAN: There are a great many 
situations. This is one of the problems in looking 
ac This, There is no quick answer to that. 

MR, ROLAND MacDONALD: Perhaps this would 
Pive you kind of a picture. Now I happen to be the 
third generation on the land, and I have no hesitation 
in suggesting income on the farm at the present 
time would be five times as great as when I was a 
boy, but what is left after expenses are paid -- 
that is what we live on. For instance, 11 or 12 
years ago I bought a Cross and Wood tractor, not a 
great big one, but one sufficient to work on the 
farm, and I paid $1,010 for it right down the street. 
Last Fall I bought the equivalent of that on a 1956-57 
model, which is still to do the work on the same farm. 
and it cost me $2,495. Now would that be any in- 
dication and everything else all along the line, 


of where we stand in regard to what we have to live 


on. 


THE CHAIRMAN: We are quite conscious of this 
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We have studied the Statistics and we know that 

Since 1951 farm prices have fallen, but the prices 
for the things the farmers buy has been rising, 

and this is the cause in the price squeeze, and 

net incomes have been declining from the high of 1951. 
This is the context of which we have to study our 
problem which is specifically related to the spreads. 

MR, ROLAND MacDONALD: I mentioned to 
Mr. Dawson here a moment ago if he would look at the 
for sale column in the Morning Guardian he will see 
about five or six good farms in good farming com- 
munities of old farmers advertisedfor sale this 
morning. Tomorrow morning it will be the same, and 
the next morning it will be the same right along, 
they are trying to sell. Some of the excuses they 
haven't got help, shortage of help, various excuses, 
but in fact in the main they are being sold every 
day and abandoned, 

THE CHAIRMAN: Well we have another brief 
we would like to hear now. I would like to say we 
have been very grateful to you for this presentation, 
and as you have explained it is not in detail, but 
we do appreciate the quality of the thinking that has 
gone into this, and we are very grateful to you for 
answering our questions and helping “is to get these 
helpful comments here. Thank you very much, 

MR. WAUGH: We are very happy to have 


had the opportunity of presenting the brief, and found 
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you very easy to get along with. Thank you very 


much, 
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SUBMISSION OF 


CO-OPERATIVE UNION OF PRINCE EDWARD ISLAND 
a EDWARD LOLAND 


Appearances: 


Mr. L. O'Connor 
Mr. Donald MacDonald 
Me. G. Labelle 


President 
Ssecretary-Treasurer 
Extension Department, 


St. Dunstan's University 


THE CHAIRMAN: 
Union of Prince Edward Island will be filed and marked 


aa Exnitbit No. 40. 


EXHIBIT NO. 40: Brief submitted by 
Co-operative Union of 


Prince Edward Island. 


Mr. MacDonald, I understand you have a dual 


purpose here, you are going to submit the brief of 


the Co-operative Union of Prince Edward Island. 


MR. MacDONALD: Mr. O'Connor is President 


of the Co-operative Union and there is also Mr. George 


Labelle. 


THE CHAIRMAN: You are an employee of the 


Department of Agriculture? 


MR. LABELLE: No, St. Dunstan's University. 


MR. O'CONNOR: Mr. Chairman, members of the 


Commission, on behalf of the Co-operative Union of 


Prince Edward Island, I take great pleasure in tendering 


to your Commission a very hearty welcome to Prince 


Edward Island. We are very happy to have the op- 


portunity to present a brief to you. 


The brief of the Co-operative 
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Mr. MacDonald needs no introduction. I 
would suggest that you call on Mr. MacDonald to 
present this brief, and I also may say that this 
brief 1s supporting the brief of the Federation of 
Agriculture, and the brief that was presented to 
you from the Maritime Co-operative Services at 
Moncton, which deals specifically with potatoes and 
turnips, I might also say that in that field Mr. 
MacDonald is an expert on this Island. He has had 
the experience, and he can answer the questions. I 
myself am only a farmer. When it comes to financing 
and marketing, I cannot answer too many questions. 

THE CHAIRMAN: We will ask Mr. MacDonald 
af he will read the brief. 

MR. DONALD MacDONALD: This presentation 
is submitted on behalf of all producer and consumer 
co-operatives in this province, who, by their very 
nature, must be ever solicitous of what primary 
producers receive for food products and what the 
ultimate consumer has to pay for sure. 

We fully support in principle the submissions 
already made to you by Maritime Co-operative Services 
and the Prince Edward Island Federation of Agriculture 
and propose to deal only with two very important 
cash crops produced extensively here, namely, turnips 
and potatoes. 

Turnips: Famers in this province have 


grown table turnips for interprovincial and export 


sale for many years. In fact, our province and some 
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areas in the province of Ontario, such as Huron, 
Elgin and Oxford counties, producc most of our 
domestic requirements and a Substantial exportable 
surplus as well, Our production is basically of 
high quality and, generally speaking, is mostly sold 
in market areas such as Boston and New York, 

Chart No. 1 and Table No. 1 will indicate 
to you the much lower price levels Prevalline an cose 
province compared to whose which Ontario farmers receive 
and we point out most definitely that no matter whether 
Island farmers receive one-half cent per pound or two 
cents per pound, consumers of this product usually 
pay six to eight cents per pound for same. A sug- 
gested remedy for this intolerable situation is 
required. 

Potatoes: Prince Edward Island has a world- 
wide reputation for quality production of both seed 
and table potatoes. This phase of our agricultural 
production represents the Island's chief cash crop. 
Each year from 40,000 to 45,000 acres of potatoes 
are grown which produce an exportable volume of 
from 10,000 to 14,000 carloads. 

Producers of this product have always 
had to contend with drastic price fluctuations and 
the present season has been no exception. In fact, 
during the past several months market levels have 
been jumping up and down to such an extent that 


day to day values no longer bear any resemblance 
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to stability for either producers or shippers. 
Chart No. 2 and Table No. 2 will indicate 
to you price changes (giving range from high to low 


for each week starting with the week ending January 3rd 


to the weck ending April 11th) to both producers here 
and shippers of Island potatoes to the Toronto market. 
Chart No. 3 compares price to Island 
shippers from Toronto dealers, and wholesale to 
retail prices for same. We suggest to you that such 
price changes bear no proper relationship to either 
available supplies of the product or consumer 
requirements, but are brought about by outright 
speculations on the part of certain buying interests 
in this country whose actions are closely aligned 
to what happens cach day to price levels for Maine 
potato futures on the New York Mercantile Exchange. 
Chart No. 4 and Table No. 3 will show you 
the price changes on the Exchange and their comparison 
with the othcr charts and tables will tend to prove 
the opinion that gambling interests supported by 
extensive financial resources can manipulate the 
Mercantile Exchange in such a manner 2s to control 
the price structure of potatoes not only in the 
United States but in our country as well. This 
contention is supported by the fact that Island 
shippers must now usually wait until after 11 a.m., 
each morning, when the opening exchange prices 


| pefore they can receive firm quotations 


————|| become known, 
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Mr. MacDonal 


from Montreal or Toronto dealers. 

In conelusion, this organization deplores 
the existing conditions outlined and also the racy 
that Island potato growers this year have had to 
accept price levels so far below those prevailing 
in the state of Maine, We trust the learned 
members of this Commission can and will suggest 


a proper remedy. 
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[oor cnarts 1, 2, 3 and 4 please refer to Exhibit 40) 


TABLE No, 1 


Prices of Turnips per Bushel Bulk in Buyers' Bags at 
Pan rset, ; and Bulk at Waxing Plant in Huron County, 
Ontario, from August 23, 1957, to April LESWYO5S. 


At Wax Plant, At Car 
For week Ending Huron County, 20 Pekeie 
Price per Bu. Price “per” Du; 
Aug. 23 85 80 - 85 
bi 1.80 70 45 - 55 
Sept. 6 zs 45 - 55 
me blo 55 45 - 60 
ees, ou) 45 
't 27 50 40 
Get. 4 45 op, 
ee at AS 35 
ais: 4O Ep 
Se 40 35 
Nov. 1 50 be 
ORs 50 => 
ie Cs ele) bie 
ip 296 60 po 
eee 50 35 
Dec. 6 60 ee 
Pas 00 35 
oe 20) 60 32 
" oy - He 
Jan be 00 ge 
i ACY. 70 35 
"ob 70 fa = AS 
" cen ak ° OO 40 
Feb ff 17.00 4O - 50 
oun ee 1.00 20 
ame U8 8, ao 
"958 &. 1.00 
Mich. \f 1,25 - 1.50 aie 
amex ¥ 1.25. = S08 LOD) = TSG 
mo} Ps 90 - 1.00 
"98 1.25 a 
Apt. 68 1.25 
a ll 1.25 gO 


Figures from various issues of: Fruit, Vegetable 
and Honey Crop and Market Report, Canada Department 
of Agriculture Marketing Service. 
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TABLE No. 2, 


Cars P.E.I. Potatoes unloaded in Toronto, by weeks, Price 
Delivered to Shipping Point in 1) 1b. bags on P.E.L., Price 
to Island Shippers by Toronto Dealers and Price Wholesale 
to Retail in Toronto by weeks from icek Ending January 3 

to April 14, 1958, 


For week Cars P.E.I. Prices Delivered Price to Price 

Bnding: Potatoes Shipping Point, Island wholesale 
Unloaded Party Lveg athe Shippers to Retail 
Toronto: LD.) bags’: by Toronto Toronto, 


Dealers, Oo) Lb. Ban, 
{5 1b. Bags 


gam, 3 ol ie -- 1.75. = 2,66 
on 10 50 oe 1.67 =L.80' 2.602. 25a 
LE Tee g 80 rie 1,80 -1.82 1.85 = teen 
eer A. Ty 1.80 -1.85 1.85 - 2.05 
ey 31 81 L207 1.75 -1.80 1,85 ="2380 

Feb. 7 8 102 1.65 -1.75 270 = ee 
Pe 14 47 dig, re 1.65 “1.70 1.80 2. 
Eten 29 1.31 - 1,32 L770 =2.80)2 O5nen ee 
ee 26 133 1.42 - 1.97 2.40 -2.90 2.55 - 3.00 

Mech. 7 121 LP o7 2.65 -2.80 2.80) ~ 3-0 
a ie 143 1.97 -- 2.12 2.60 ~3.00 2.75 — 3.780 
me 21 126 2.12 - 2.47. 2,68 -3525 2.90 = 3.88 
u 28 128 1.77 - 1.87 2.40 -2.65 2.75 - 3.15 
pl. 4e 1.77 - 1,82 2.55 =2.65 2.65) = 8 

a % 60 1.77 - 2.02. 2,25 -2165 2165 =o ee 


Data from Various Issues of: Fruit, Vegetable and Honey Crop 
and Market Report, Canada Department of Agriculture, Marketing 
service, and from Scles' Records at Producers Co-operative Ass'n, 


Limited, Charlottetown, P E.I. 
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TABLE NO. 3. 


Maine Potato Futures for March, April and May 
Delivery, 1958, on the New York Mercantile Exchanze. 
Prices are the high for each day for a Hundred Pound 


Bag. 
March April May 
Date Delivers Delivery Delivery 

Jan. 15 septic) i ye 2 - 
" 16 5.19 eels 3.49 
eer 3.28 3.48 3.65 
. 20 pre) 348 3.66 
y eas 3.24 3.40 od 
js Le 3.42 3 54 Bae a 
: ce Beep be fates pl BD t.. 
Be pail 3.25 3.45 4.67 
pei. 27 One 3.40 5.O1 
ae eo eel S47 3.68 
a 29 5.19 3.47 3.69 
2 S60 Ses 3.42 3.64 
‘4 ieee 3.14 3.40 ie 
Feb 3 eae 544 cies 
" Mm 4.20 Rs Pile 
" 5 3.14 3.47 3.07 
" 6 3 2 3.44 SOs 
" 6 3.15 250 Pete 
Feb. 10 bees aD 22 
" 11 Ogio ene 8, 3.86 
" 12 eyes 3.47 3.84 
ts 3.30 Dee Br 
" 14 3.40 rs 4.02 
3.95 4.20 
“3g 378 42 4.50 
" 19 4.05 4.15 4 Ad 
1! mY) 3,54 4.23 4, 5H 
tt O1 arr d ie be’ 4.06 
3.90 53 4.85 
a = i 50 4,80 5.15 
" 26 ae tS 4,80 5.25 
"99 5.92 4 53 ane 
" 58 3.79 4 Ad 4.92 
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TABLE NO. 3 
(continued) 
March April May 
Date Delivery Delivery Delivery 
ine i CHT Ge 4.36 4.89 
. 4 3.98 455 5.10 
: (ee, 425 4.80 5.40 
Avene 4 45 4 88 159 
‘ 7 4.35 493 5.67 
Mar, LO 4.37 4.96 5.78 
5) Perak Sy Oe 5.90 
A a 4 40 4,97 5,88 
‘ Ls 435 4.95 eres 
4 14 4.05 5.20 535 
Mar, 17 Wer da 5.29 6.05 
. 18 4.40 4.85 5.80 
i 19 4.40 4.59 529 
iW 20 - 4.53 4.00 
teal - 4.37 5.40 
Mar, 24 - 4.04 4.99 
¢ WEEE - 4.30 5.25 
o Gece - 447 5550 
: ey: ~ ease 5.29 
els - 4.20 Soe 
Mar. 31 - 4.20 5.28 
ROB 1 = 4.10 5.30 
“ 2 - 44g ee ws 
. e - 4.57 5.74 
. 4 Holiday ,closed Holiday, closed 
ppl. 7 5.00 5.95 
4 8 4,89 6.10 
i 9 453 5.70 
. 10 4, o4 5.40 
) Bee 4.06 4.05 
Apl. 14 4,09 4,90 
" 15 Dad 4.35 
OE) 26 215 4.05 


Information from various Weekly Bulletins issued 
by The Potato Service, Chicago 12, Illinois. 


72 


OlJVLINO ‘OLNOHOL 


> 
z 
Qa 
Cc 
bi 
a 
4 
° 
Zz 
m 
eH 
° 
Cc 
o 
m 
& 
ia) 
9 
od 
4 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


You will notice Chart No. l, gives 


turnip prices in this province, and at the waxing 
plant in Huron county, Ontario, during the present 
season. Table No. 1 gives the actual prices and 
the source from which the information is obtained, 
and I may add that these price differentials as shown 
have been repeatedly shown for a number of years, 
sometimes even to a greater extent than we have in 
the table, which covers past years, 

Chart No. 2 shows the price of P.E.I. 
potatoes delivered to the shipping point, P.E.I. for 
(5-pound bags and prices to Island Shippers from 
Toronto dealers in 75-pound bags; and I would make 
one observation in that regard; that the differentials 
between what the producers here have been receiving 
and what the shippers have been receiving from 
Toronto dealers are normal differentials, and do not 
indicate any unduly high profit margins for the shippers 

THE CHAIRMAN: I am sorry. You are 
referring to Table 2 at the moment? 

MR. DONALD MacDONALD: Chart 2. 

THE CHAIRMAN: Chart 2 is based on Table 2. 

MR. DONALD MacDONALD: That is right. 

THE CHAIRMAN: So that I may be clear, 
take January 10th, there were 50 cars of P.E,I. 
potatoes unloaded in Toronto. Price delivered to 
the shipping point P.E.I. in 75-pound bags was 
£1.02. The price to the shipper in Toronto ranged 


from $1.67 to $1.80. You say that is a normal 


eg A a et 


sovis talk ele sntzon, on 
sitemy 23 Jf See ooaietea: whdolee 


° 97 


. 


fae Wet settee, 
EeLBSN simu 4 4Ot ovale yl bsyseqet ‘qead ous 
ed - a 7 » . * " ng 
; 5°) eft 4 966 7e7kKS Wetee.s oC OF rear cous tomae 
“4 ‘ ’ <r" ig 7 . ayes Asaf 7 P F 7 ; 
ersoy deny exevos dolaw! .efdss end 
| 
*. “ - aA J ; oF he Ws" eel 
z { 7 iO i*T0) 1 o ny cs . ris | a3 ' ® 
f mo 25% \. # ~' 7 an 
4 , itugthtea eat «2 Derauwtieh esd ta 
piery! Ds fo) teotica bos eyed  Batog-€7 
= ‘ 
43 phot fie :éeged Gaudg~ay nt ‘etelaeb Canc | 
mieis IC whi! 2oxeyed tad vf Hyttts Vise 1 | 
: rk y = , ‘ > : aoe = b) 
ba . » 3. by . i 
fyiiens? iad evar siéed saspypiorg and dane neswied 
i 
Le “¢ yhe™ vad , ow , 5 ; < = i a 4 ib 
meyy uty? epod aved droqatta ead +60w- One | 
¥ . oy oe whit ree i ae a te 16 Ue 
a falinatelti ation sca avelesl cide? 
— Pp s. © a | 
is ‘ is ig fet bou Yas stHhldat 
iyerns “AMAT AWD, SEP 


_ 
,  - j 
¢ & 7) 
Pp UVem: ae 
al ‘ 
’ owe | oe 


OU ge Se 
Anion bh mh dai 


baegnan OseeET OF. t: 


‘hes, e4atta fae oe isi éwv tes T -n pte) a * 


beshatdn.@r nos hinted ay 0B whi HL aga’ 


f 


t 


OL 
43) 


oH ar ot ae ‘intog paige ata 0 


aig aR prapa 


a~ i: na 


Si ET 7 


ace aera a wore a ee 
fnegate ace astwuh oa sano ean soni a8 it 


Cn 
an a 


of 5 
4 


ape 


a Pad ee eel 
‘ater Ss2ai7 ate bas YSN ru 


' Weds beet 
nm fet oF anlveye tet 
Ay ° Mi Lid “oa er 
4 “AMAT hHO ART - 


(ie - 
JAHOGdos se: AM 
5 . “CRAMER ATO GAT 
new sed ey yraunst, slag 


Odnore ¥ ‘a baibeotiia C507 S309 5 


Fup? ss en wow usleheaae Par a4 
a \ 7 = f 4 - 
tite sade “et sla ? 


ry 
( 
nana =e 


aie 71 
apf eh é@ 


Be 
eit WEY > nas 


ANGUS, STONEHOUSE & CO. LTD. . 1909 -" 
TORONTO, ONTARIO 


spread? 
MR, DONALD MacDONALD: Considering the 
assembling cost at 6 cents per sack, freight of 


46-3/4 cents per sack, brokerage of 3 cents and 
heat charges of over 5 cents, I would consider the 
spread normal. 

THE CHAIRMAN: That is over 60 cents. 
ft am sorry I interrupted you, but I just wanted to 
make sure as to what you referred to. 

MR. DONALD MacDONALD: That is perfectly 
fink PLenc, sir. 

The Chart No. 3 gives the price of P.E.I. 
potatoes to Island Shippers from Toronto dealers and 
the price wholesale to sell on the Toronto market. 

Chart No. 4 gives fluctuations on the 
New York market, which have been very drastic, sometimes 
representing a difference in a four-hour period from 
50 to 60 cents per 100 pounds in one day. 

We have had a similar type of fluctuation 
on our markets due to the fact that apparently in 
the past several months even Toronto and Montreal 
market levels are tied very tightly to what happens 
each day on the New York Exchange. 

THE CHAIRMAN: Those are future prices? 

MR. DONALD MacDONALD: That is right. 

THE CHAIRMAN: Future delivery? 

MR. DONALD MacDONALD: That is right. 


THE CHAIRMAN: Just to make sure I understan 
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ANGUS, STONEHOUSE & CO. LTD. om LO LD om 
TORONTO, ONTARIO Mr MacDonald 


the data correctly. Let us take the week ending 
January 17 on Table 2, During that week the cash 
price delivered shipping point P.E.I. was $1.12. 
Is that right? 

MR. DONALD MacDONAILD: Which week, sir? 

THE CHAIRMAN: The week ending January 17th. 

MR. DONALD MacDONALD: Yes, 

THE CHAIRMAN: The price at Toronto for a 
75-pound bag was then $1.80 to $1.82, 

MR, DONALD MacDONALD: That is right. 

THE CHAIRMAN: We turn over to Table 3, 
and looking at January 17th, this means then 
on that day roughly, because this is for the week 
ending, on the day on which potatoes were selling, 
January 17th, in P.E,1I. at $1.12, it would have been 
possible to sell them for future dclivery, March 
delivery at $3.28 for a 100-pound bag in the United 
States. That is less, of course, shipping coste. 

MR, LABELLE: That is a 1C0-pound bag 
on the Mercantile Exchange, and a 75-pound bag at 
Pees. shipping point. 

THE CHAIRMAN: I am just trying to get the 
relationship between the prices shown on Table 3 
and the prices shown in Table e, and on January 17th 
the cash price P.E.I. was $1.12 for a 75-pound bag 
on that day and March delivery futures in New York 


was $3.28 for a 100-pound bag. That is a correct 


interpretation, is it? 
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ANGUS, STONEHOUSE & Co, LTD, 
TORONTO, ONTARIO a i 


Mr. MacDonald 


MR, O'CONNOR: Delivered in New York, 
plus the transportation factors which have to be 
taken into consideration and duty and so forth, 
and if you could sell P.E.I., Island potatoes in the 
Mercantile Exchange -- you can't do it, but Maine 
potatoes are sold there, and in very great volume. 


They apparently have been the dominant feature 
not only in the United States markets, but in our 
markets as well. 

THE CHAIRMAN: I just wanted clarification 
at the moment. I may follow that up with questions, 
but I am going to ask Mr, MacKichan who will direct 
the questions. 

COMMISSIONER MacKICHAN: In your very com- 
prehensive brief, and very good brief, most products 
were mentioned, but potatoes were only mentioned 
casually. I take it that potatoes are the dominant 
factor in the cconomy of Prince Edward Island, 
and as farmers you tell us you would like to bring 
our attention to this feature particularly, and 
to bring potatoes and turnips under special notice. 

Turnips you mentioned first. I may say 
right here, this Commission is not inclined to 
question your statement as to the excellent quality 
of Prince Edward Island potatoes. We do not wish 
to enter into any argument on that. 


Is the production of table turnips 


increasing or decreasing? 
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ANGUS, STONEHOUSE & CO. LTD. 5 1gle ~ 
TORONTO, ONTARIO Mr MacDonald 


MR, DONALD MacDONAID: They are remaining 
fairly steady, sir. Small variation -- up and 
down from year to year. 

COMMISSIONER MacKICHAN: Are turnips 
washed and waxed in Prince Edward Island? 

MR, DONALD MacDONALD: In part. A certain 
percentage of the movement is put up and waxed. 

COMMISSIONER MacKICHAN: That would be for 
the American, United Statcs market? 

MR, DONALD MacDONALD: Right. 

COMMISSIONER MacKICHAN: What size packages, 
bags, do you usually use? 

MR. DONALD MacDONALD: Fifty pounds. 

COMMISSIONER MacKICHAN: And when you quote 
this half a cent, two cents per bag per pound per 
turnips, would this be crated in bags? 

MR, DONALD MacDONALD: Right. 

COMMISSIONER MacKICHAN: And would that 
be subject to re-inspection and check? 

MR, DONALD MacDONALD: Right. 

COMMISSIONER MacKICHAN: And there would 
appear to be a fairly substantial spread between the 
average of say one cent, between half a cent and two, 
and the six or seven paid by consumers. What part 
of this differential would be freight? 

MR. DONALD MacDONALD: To Boston, did you 


say? 


COMMISSIONER MacKICHAN: Turnips would be 
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ANGUS, STONEHOUSE & CO. LTD. - 1913 - 
TORONTO, ONTARIO 


Mr. MacDonal 


to Boston. Is that the Boston price you were quoting 
there, six to eight? 

MR. DONALD MacDONALD: Yes. 

COMMISSIONER MacKICHAN: What would the 
freight roughly be? 

MR, DONALD MacDONALD: 98 cents a hundred 
pounds, 49 cents. 

COMMISSIONER MacKICHAN: We will call it 5 
cents -- it is easier to figure. It is roughly a cent 
a pound. Duty? 

MR, DONALD MacDONALD: It is very small. 
Only a fraction of a cent duty and entry. 

COMMISSIONER MacKICHAN: Last year the 
important figure there would be the discount on 
American funds on potatoes. What are the relative 
percentages between table stock and seed stock? 

MR. DONALD MacDONALD: Two-thirds of the 
Island product is produced as seed, but only from 
one-quarter to one-third is sold as seed, The rest 
of the seed product is sold as potato stock, 

COMMISSIONER MacKICHAN: I think that was 
the part we were more interested in. We were just 
interested in what portion was actually sold as seed, 
and the portion sold as staple product. 

MR. DONALD MacDONALD: One-quarter to one- 
third was sold actually as seed. 

COMMISSIONER MacKICHAN: What is the price 
for seed, let me say as a staple, as it is a table 


stock, Is it the same fluctuation in price over 
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ANGUS, STONEHOUSE @& CO. LTD. 


TORONTO, ONTARIO Mr. MacDonald 


the season? 


MR. DONALD MacDONALD: Most of our seed 
is exported in the 12 months, and we do not get the 
same amount except in very rare occasions. You don't 
get the similar extent of fluctuation, butedaet Fali 
there was very little change in seed prices once 
it was established until the end of the season. 

COMMISSIONER MacKICHAN: That expression 
a contract of seed, there is usually a contract 
eovering., 1t? 

MR. DONALD MacDONALD: In part, yes. 

COMMISSIONER MacKICHAN: So there would 
be there, the initial initial staple would be high 
or low, probably storage and everything would be in- 
eluded. It may be possible that seed today exported 
does not quite fit into our Terms of Reference 
as the Chairman read them, but I think we are in- 
terested in it as revealing differences or the effect 
it may have on the total, but what we are really 
interested in is the average price for the season, 
or gross income, rather than we are interested in 
the spread on table stock. Now the thought that 
seems to be running through your brief is the matter 
of the instability of the market. The various 
factors which are effecting it, and the insecurity 
there is in the whole operation. 

MR. DONALD MacDONALD: Not only of 


producers, but of shippers 4s well, 
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- 1915 - 
COMMISSIONER MacKICHAN: And dealers and 
handlers, and you mention these New York speculators 
seem to have an influence on the market out of all 
proportion to the rise of supply and demand. 

MR. DONALD MacDONALD: That is right. 

COMMISSIONER MacKICHAN: Is that correct? 

MR. DONALD MacDONALD: That is correct. 

COMMISSIONER MacKICHAN: And I would gather 
from your brief that they do not supply any useful 
service as far as the consumer and the farmer are 
concerned. 

MR. DONALD MacDONALD: No. 

COMMISSIONER MacKICHAN: We have had in the 
discussions here and elsewhere the statement, and I 
think a sound statement too that in betwccn there 
there was some useful service being performed. It 
seems there is a question as to whether it might be 
necessary or tne extent of the spread might be up 
or down, but by and large they were performing the 
service, but this group we are talking about here, 
or you are speaking about as far as you are senoerned 
they are not performing any service apart from getting 
rich. I wonder if they take a licking now and again? 

MR. DONALD MacDONALD: Well as some people 
get rich other people get poor. 

COMMISSIONER MacKICHAN: I am quite willing 
to concede that, but the same people though are 


speculating. Do you think they are smart enough 
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to always Suess right? 

| MR. DONALD MacDONALD: I presume they 
are some of the smartest people available in that 
particular field, or else they wouldn't be there. 

COMMISSIONER MacKICHAN: Particularly if 
they are self-employed, Would you have many local 
speculators that have Some influence? 

MR. DONALD MacDONALD: A grcat many of them, 
even at producer level. 

COMMISSIONER MacKICHAN: I am prepared 
to accept that, but TI think that Prince Edward Islanders 
are always known for being good sports anywhere from 
black foxes to potatoes, and willing to take a chance, 
but in this New York Sroup are there any publication 
or any reports that are available to the public of 
its activities? 

MR. DONALD MacDONALD: Just what has come 
out by several marketing services, 

COMMISSIONER MacKICHAN: Just the day to day 
quotes or the hour to hour quotations? 

MR, DONALD MacDONALD: That is right. 

COMMISSIONER MacKICHAN: But there is 
nothing -- 

MR. DONALD MacDONALD: We know for example 
in Charlottetown, five minutes after the Exchange 
opens what it opens at. 

COMMISSIONER MacKICHAN: Yes, you mentioned 
in your brief at Montreal or Toronto brokers are some- 


what reluctant or unable to quote a price until the 
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New York Exchange opens. 

MR. DONALD MacDONALD: That is quite true. 

COMMISSIONER MacKICHAN: It seems quite 
an influence. It is a very substantial influence 
in fact. Have you any idea if there is a corporate 
body? Do you have any information that might be 
of interest to us, academic if not otherwise? 

MR. DONALD MacDONALD: Regarding the op- 
erations of the exchange some in stock exchange or 


grain exchange, similar of nature and purpose. 


COMMISSIONER MacKICHAN: Is it just vegetable 
or seed potatoes alone? 

MR, DONALD MacDONALD: Just potatoes. This 
section we refer to is just potatoes, 

COMMISSIONER MacKICHAN: But I mean this 
organization here. In this table, I think it is 
Table 2 -- if you will turn to that. In March, lel 
cars, 143 cars, 126 and 128 when on the 2lst I 
believe, we reached the lowest price there. I was 
just wondering if it was consumer resistance or 
bad roads that made the drop from 128 cars to 42 
in shipment. 

MR. DONALD MacDONALD: No, substantial 
fluctuations in the volume moving must always occur. 

COMMISSIONER MacKICHAN: I know at that 


time of year with the sort of winter we had, the 


outlying road became very very bad. I was just 


wondering if you could relate it to resistance 


to high prices, speaking now as a consumer rather 
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than a farmer, 


MR, DONALD MacDONALD: Is there a drop? 

COMMISSIONER MacKICHAN: The drop in ship- 
ment. 

MR. DONALD MacDONALD: The drop in volume. 

COMMISSIONER MacKICHAN: From 128 to 42 in 
a week, 

MR. DONALD MacDONALD: I doubt if I could. 

COMMISSIONER MARTIN: Are your shipments lowdr 
at that time to Montreal to some extent? 

MR. DONALD MacDONALD: The big bulk takes 
piace inthe: Fall. There is a follow-up movement down 
through the winter months, and even to the present time. 
Certain areas in Canada and the Northern States have 
increased shipments to some extent. 

COMMISSIONER MacKICHAN: There were five 
weeks that were quite consistent, and the change was 
very drastic. I wonder if there was any implication. 

MR. LABELLE: I think, Mr. MacKichan, I 
do not remember correctly -- I think it was roads 
and weather conditions. 

COMMISSIONER MacKICHAN: Pardon? 

MR, LABELLE: It may have been roads and 
weather conditions, because the price in the following 
weeks was about the same. 

COMMISSIONER MacKICHAN: Mr. Chairman, that 


covers the questions that I have in mind. 


THE CHAIRMAN: I would like to ask you a 
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few questions, Mr. MacDonald. I do not think we have 
the time to explore this product thoroughly, but I 
think it only fair to say that I should qualify 

some of the views expressed here, Let me try and 
get right to the point so that we shall not waste 
time over it and get your views. 

This whole question of speculation is one 
of the points that we are interested in, and yet 
it is a very confusing one, because you have yourself 
applied it to the producers and you have also applied 
it to the person who was buying and selling contracts 
in the future's exchange. A distinction has been 
drawn between the producer who holds his product 
for highcr prices and the person who is simply dealing 
in future contracts; but let me start with this type 
of situation. We have had this come up more than 
once. That is the question of scasonal changes in 
pelocs. 

Now, we have in the field of agriculture, 
many products which are irregularly produced throughout 
the year, because of the nature of climatic conditions 
and the type of material we are working on. At 
certain times of the year there is a heavy flow and 
at othertimes there is a reduced flow on the market. 

What happens in many cases is that at the 
time when the flow is largest, prices tend to vary 
on the market, consumer demand being fairly constant. 


People will buy quantities on the market at that 
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time and hold it for the expectation that later on, 
in the normal course of events, production is re- 
duced and prices of the market will rise. They 
will be able to put the stock on the market later, 
and at least cover the cost of storage. 

This is a normal practise in seasonally 
produced commodities. Now, my first question is: 
When the stocks are coming out of storage, somebody 
having performed this function of carrying overstocks, 
when the stocks come out of storage and come out to 
the market, what effect would there be on the prices 
on the market at that time? 

Will it not be lower than it would other- 
wise have been because at that time in addition to 
the flow off the farms you have also the flow coming 
out of the storage capacity. Your total supply on 
the market at that time is increased by these and 
the prices at that time should be lower than they 
would be had there been no storage taken place. Is 
that sensible? 

MR. DONALD MacDONALD: Well, sir, potatoes 
are always stored and marketing the Island potato 
production is almost a 12-month job now. 

It is not unusual to have the last of the 
old potatoes and the first of the new crop in the 
province at the same time. The flow from storage 
here, either warehouse or farm storage is fairly 


regular, coming in volume in October. 
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The potato stock yield in production 
and the seed yield is very heavy in November and 
December, and the first part of January. 

The movement of potatoes from this province 
to the upper Canadian market is pretty regular from 
January to the end of the season. 

THE CHAIRMAN: I notice in Table. 2, that 
the price charged was $1.02 throughout January, and 
for two weeks of February. Then it began to rise. 

In the month of January, there was no week 
in which there were more than 81 carloads sold. In 
the first week of February it was down to eight. 

In the second week it was 47, and in the third week 
29. 

As soon as the price began to rise to $1.42-- 
$1.97, we jumped to 133 cars, 121, 143. In other 
words, some people who were holding potatoes, un- 
loaded at that time as the price was advancing. Is 
that right? 

MR. DONALD MacDONALD: Well, these unloads 
just deal with one particular market, Toronto, and 
I don't think -- 

THE CHAIRMAN: But the prices are prices 
in Toronto. 

MR. DONALD MacDONALD: Yes. 
THE CHAIRMAN: The prices that can be ob- 


tained. 
MR, DONALD MacDONALD: Yes. I still say, 


sir, movements frem the province -- a great change in 
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the unloading at Toronto is no indication that a 
Similar change took place in the volume leaving 
this province from week to week, because while in 
some weeks fewer may have gone to Toronto more went 
to other markets. 

THE CHAIRMAN: Is this so? 

MR. DONALD MacDONALD: That is correct, 

THE CHAIRMAN: You say that each year there 
is a pretty steady flow month by month. 

MR. DONALD MacDONALD: That is right. 

THE CHAIRMAN: Regardless of the movenent 
of the market prices? 

MR. DONALD MacDONALD: That is right. 
Usually from January to the May period representing 
from 1,000 to 1,500 cars per month. 

THE CHAIRMAN: This was true under the 
Marketing Board. 

MR. DONALD MacDONALD: Yes, always been 
true. 

THE CHAIRMAN: It has been true whether 
there is a marketing board or not. 

MR. DONALD MacDONALD: That is right. 

THE CHAIRMAN: So the marketing board did 
nothing to stabilize the flow of potatoes. That 
is what you have said, is it not? 

MR, DONALD MacDONALD: Well, the trans- 
portation factor enter in there too, and in order 


to make a certain volume in a2 certain period of 
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time, we must put out so many each week, and each 
month, whether there is a marketing board or whether 
there iAs™riot. That always must be done, We 

have no alternative except to move a certain volume 
each week and each month, 

THE CHAIRMAN: Now, these potatoes come 
from individual farms. 

MR. DONALD MacDONALD: Yes. 

THE CHAIRMAN: I am a potato grower. Is 
it the practise of the potato growers in this country 
to sell one-tvelfth of their potato crop each month? 

MR. DONALD MacDONALD: No, 

THE CHAIRMAN: What is it that results 
in this steady flow when you have independent 
producers selling them regardless of the others? 


MR. DONALD MacDONALD: In as much as the 


New York Mercantile Exchange can influence even growers 


because after all when they see in February that the 
May futures are $6 -- $5 or $6 a bag in New York, 
they figure it looks pretty good -- puts them in a 
speculative frame of mind too. 


Now Table No. 3, we started at January 15, 


349; we saw it go up to 610, then stopped at April 16th, 


then it was at 4 or 5, yesterday the Exchange value 


was 285. 
THE CHAIRMAN: Let me go back -- 
MR. DONALD MacDONALD: The price levels 


which I contend cannot have any proper relationship 
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o either available supplies or consumers needs, 


THE CHAIRMAN: Let me go back to the 


oint I was really trying to work at initially with 
egard to the notion of speculation. In the case 

f a seasonal production commodity, it seems to me 
hat when you people come into the market and buy in 
xcess of the current consumption at that time for 
he purpose of putting the stock in storage, that 

ne of the effects of buying for storage at that time 
Ss to make the price higher at that time than it 

ould otherwise be.. 

If you did not have the opportunity of 
toring and somebody who was buying for storage, the 
rice at that time would be lower than it would be 
therwise? 

MR. DONALD MacDONALD: That, is correct. 
ow I will give you a couple of concrete examples. 

n the last two months prices in Toronto and Montreal 
ave jumped from 60 to 70 cents a bag in 24 or 48 
ours. Now the cause of that was that dealers did 
uy on speculation in both Montreal and Toronto 

ould -- 

THE CHAIRMAN: Push up the price. 

MR, DONALD MacDONALD: -- would start 
uying up all available cars of P,E,I. and gradually 
orce the price up. They roll those cars to 
ontreal or Toronto; could create a bull market 


or even a week, it was better than at the coast as 


our 
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those cars moved from the Island to Montreal or 
Toronto they were selling them, and even if they had 
to -- as they sold them the price would probably 
aPop “back. but stiV7 they would make that extra 
margin of profit. 

THE CHAIRMAN: But the effect of buying 
for storage, this is done in anticipation of a 
price, lower Sta Hrahus price; rather than raise the 
price in the market at that time, at the time the 
stocks come on the market, they depress the price, 
Now the effect then is to stabilize the price, to 


reduce the price fluctuation, Right? 


: 


MR. DONALD MacDONALD: Would you repeat 
that sir, the last statement? 
| THE CHAIRMAN: If at the time people anticipdting 
a higher price come into the market and buy in excess 
of the current demand, and put the supplies in storage 
and hold it until the price rises, if the price 
goes up at that time, as a result of this, then 
when the price is higher, the stocks come on the 
market, and they depress the price, then the effect 
of this buying here and selling here, is to level 


out prices. 


MR. DONALD MacDONALD: But in a very un- 
stable way. 

THE CHAIRMAN: Well it helps. It works 
in the direction. The only point I am getting here 


4s there is a function which is performed by that 
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kind of speculation. Now it may not be the best 
way of dealing with the situation, and I am not 
arguing with you, but I do suggest that there is 
a form of speculative buying when prices are low 
for the purpose of trying to sell when prices are 
high 1t tends in the direction of stabilizing the 
price, and that is a social function. Now I will 
leave that point. I did want to try and bring it 
up if I could for my own satisfaction precisely 
what the relation of the New York Mercantile 
Exchange has t> your price, and how it has it 
effected it, and please do not think I am trying 
to defend commodity exchanges. I come from the 
Prairie provinces, and you know what Prairie farmers 
think of commodity exchanges. I am just trying to 
get the relationship here. The first point is 
that the Mercantile Exchange is not an organization 
who buys and sells, that is correct? 

MR. DONALD MacDONAL®: That is correct. 

THE CHAIRMAN: It is people who are members 
of this who buy and sell so that the body itself is 
not involved. Now, P.E.1. potatoes can be soid in 
the United States? 

MR. DONALD MacDONALD: To a very substantilal 


extent. 


THE CHAIRMAN: There is I take it, a 


ee qt js a 


MR, DONALD MacDONALD: Yes, 37-1/2 cents up 
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to 1,900,000 bushels of seed, and 600,000 bushels 
of potato stock; be about 75 cents, 

THE CHAIRMAN: You have an alternative 
market in Toronto, and some of your produce goes 
there, so you can sell either in New York, in the 
United States or in Toronto, and if the price in the 
United States is better for any reason at that*time 
than it 1s in Toronto, it is good business for you 
tO sell in'the States? 

MR. DONALD MacDONALD: Yes, providing 
transportation is not too ols od on 

THE CHAIRMAN: That is right. 

MR. DONALD MacDONALD: And the duty is 
not too high, As you know, 75 cents per hundred 
pounds is almost a prohibitive duty. 

THE CHAIRMAN: Similarly, the merchant 
in Toronto who buys P,.E,I. potatoes can either sell 
them to the consumer or trade in Toronto, or if 
something happens to the price in New York, again 
subject to tariff, transportation, and so on, taking 
these things into account, if he can sell better in 
New York he will do it that way, and if he is a 
consumer trader, that is what will happen if he 
has bought stock from here with the intention 
perhaps of selling them to the Canadian trade, when 
the market in the United States goes up, he will 
turn around and sell some of his potatoes to the 


states, isn't that so? 
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MR. DONALD MacDONALD: Providing there 
is sufficient differential, 

THE CHAIRMAN: Sufficient differential. 

MR, DONALD MacDONALD: For trade freight 
factors and duty factors. 

THE CHAIRMAN: But would you say it is 
necessary? what I am bringing out here is would you 
say it is a necessary relationship between the price 
New York, the price Toronto, and the price P.E.I., 
and if anyone of them gets far out of line, then 
the direction of the movement of potatoes will tend 
to shift, is it not true, with the merchant operating 
IT sPorontoe. Tatethis Ls part: of nis: ep. 

If the price goes up in New York, he is 
likely ta raise his prices because he can now sell at 
a better price in New York, and in time that will 
work itself away back to P.E.I, in his demand 
for potatoes, and so that there is a relationship 
between these prices, and while it is by no means 
perfect, I am sure there is a necessary ~eélation- 
ship established between them, so that they cannot 
go too far out of line. If the prices in Toronto 
went up, potatoes from the States would move into 
Toronto. 

MR, DONALD MacDONALD: And have often 
done so. This year they certainly won't due to 
the fact that the price levels in Canada have been 


a cent a pound lower than the price they have in 
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the United States generally speaking. 

THE CHAIRMAN: I am just trying to 
Suggest that the emergency of these features are 
buying and selling in different markets does in fact 
perform a function. It is a speculative function, 
because time is involved, and he has to buy at one 
time and sell at another, but he may perform a 
function, 

MR, DONALD MacDONALD;: It seems to me 
Dr. Stewart, that I cannot fully understand under 
the present season, with a relatively low supply 
position in potatoes in Canada and the United States 
was comparable in relation to the consumer needs in 
each country. Now why has the Canadian market 
been so much lowor than the American market, and we 
have been exporting a substantial amount to the 
United States at the present time and paying the 75 
cents. 

THE CHAIRMAN: It could be market man- 
ipulation. 

MR, DONALD MacDONALD: I think that is the 
answer sir. 

THE CHAIRMAN: Yes, you have given that 
answer really, and I am sorry to have taken so long 
on this. 

MR, LABELLE: One point on fluctuation. 
Sometimes we will hit rock on the Island, and some- 


times we will hit a cold spell when potatoes cannot 
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be moved at all, then there is the case of being able 
to get across, There are a limited number of 

cars available, and means of moving them off the 
Island, and those factors could have an influence 

on the price. 

THE CHAIRMAN: I know it is a very compli- 
cated problem, and I have over-simplified it on what 
goes on I am sure. I would like to thank you very 
much for you brief, and we got it, as you know, on 
arrival here last night. We are glad we got it. 

We need a little more time to study it ourselves. 
Thank you very much, 

MR. O'CONNOR: Thank you Mr. Chairman and 
members of your Commission. 

THE CHAIRMAN: We will now adjourn until 


2 o'clock in Halifax, May 2nd, 1958. 
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